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The  Honorable  Bob  Brown 
President  of  the  Senate 
State  Capitol 
Helena   MT   59620 

The  Honorable  John  A.  Mercer 
Speaker  of  the  House 
State  Capitol 
Helena   MT   59620 

Dear  Mr.  President  and  Mr.  Speaker: 

As  you  are  aware,  the  Treasure  State  Endowment  Program  (TSEP)  is  a 
state  infrastructure  financing  program  which  was  authorized  by 
Montana  voters  with  the  passage  of  Legislative  Referendum  110  on 
June  2,  1992.   The  referendum  took  effect  on  October  1,  1992. 

Section  90-6-710,  MCA,  reguires  that  the  Department  of  Commerce 
receive  and  review  proposals  from  local  governments  for  public 
facility  projects.  The  Department  must  evaluate  and  rank  these 
proposals  according  to  ten  weighted  statutory  criteria  and  advise 
the  Governor  regarding  which  projects  should  be  funded.  The  law 
further  specifies  that  the  Governor  must  review  the  projects 
recommended  by  the  Department  and  must  submit  to  the  Legislature  a 
list  of  recommended  projects  and  amount  of  financial  assistance. 

Accordingly,  I  have  reviewed  the  process  by  which  the  Department 
has  ranked  the  applications  for  financial  assistance  under  the  1995 
program  (1996-1997  Biennium)  and  am  satisfied  that  the  applications 
have  received  thorough,  professional,  and  fair  consideration 
consistent  with  the  reguirements  of  the  law.  I  endorse  these 
recommendations  and  am  transmitting  them  to  the  Legislature  for  its 
consideration. 

The  staff  of  the  following  state  agencies  assisted  in  this  process: 

•     the  Community  Development  Bureau  of  the  Department  of  Commerce 
which     is  responsible  for  the  implementation  of  TSEP; 
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•  the  Department  of  Natural  Resources  and  Conservation  which 
generously  shared  its  experience  in  administering  the 
Renewable  Resource  Program; 

•  the  Water  Quality  Division  of  the  Department  of  Health  and 
Environmental  Sciences  which  assisted  in  the  review  and 
ranking  of  TSEP  applications  for        water  and  sewer,  and 

•  the  Project  Analysis  Bureau  of  the  Department  of 
Transportation  which  assisted  in  the  review  and 
ranking  of  TSEP  applications  for  bridge  projects. 

This  is  an  excellent  example  of  what  can  be  accomplished  during 
this  Administration  by  agencies  working  as  a  team  towards  a  common 
goal . 

Please  contact  Newell  Anderson,  Administrator  of  the  Local 
Government  Assistance  Division,  Montana  Department  of  Commerce,  in 
the  event  that  you  have  any  guestions  regarding  the  Treasure  State 
Endowment  Program,  the  next  steps  in  the  legislative  process,  or 
these  recommendations. 

Sincerely, 

MARC  RACICOT 
Governor 

cc:   Representative  Ernest  Bergsagel,  Chairman 
Long  Range  Planning  Committee 
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PART  1 
TSEP  PROGRAM  SUMMARY 

1 .  The  Treasure  State  Endowment  Program  (TSEP)  is  a  new  State-funded  public  facilities 
program  established  by  the  Legislature  and  approved  by  Montana  Voters  in  1992, 
designed  to  assist  communities  in  financing  drinking  water  systems,  wastewater 
treatment  facilities,  sanitary  or  storm  sewer  systems,  solid  waste  disposal  and  separation 
systems,  and  bridges. 

2.  Eligible  applicants  for  the  TSEP  include  cities,  towns,  counties  as  well  as  county  or 
multi-county  water,  sewer,  or  solid  waste  districts. 

3.  Eligible  applicants  may  submit  one  application  for  up  to  $500,000  in  TSEP  grant  or 
annual  debt  subsidy  funds  for  construction  projects.    Eligible  applicants  may  also  apply 
for  construction  loans  or  for  loans  for  the  preparation  of  preliminary  engineering  plans. 

4.  For  the  1  995  biennium,  32  projects  requesting  $1 1 .627  million  in  TSEP  funds  were 
submitted  to  the  program  and  resulted  in  the  Legislature  approving  24  projects  totaling 
$4.1  34  million  in  TSEP  funds.    For  the  1  997  biennium,  21  projects  have  been  submitted 
requesting  $7.19  million  in  TSEP  funds. 

5.  Current  estimates  (10-29-94)  are  that  approximately  $3.8  million  in  coal  severance  tax 
interest  will  be  available  for  TSEP  funding  awards  for  fiscal  years  1  996  and  1 997.  This 
is  a  net  figure,  after  deducting  administrative  and  operational  costs. 

6.  DOC's  research  findings  indicate  that  the  principal  reason  why  so  many  local  public 
facilities  are  deficient  is  that  most  options  for  correcting  deficiencies  are  simply  not 
considered  affordable  by  local  residents.   The  TSEP  Program  has  been  designed  to  help 
address  that  "affordability"  problem.    Key  elements  in  addressing  the  affordability  issue 
include  the  selective  use  of  TSEP  grants,  the  establishment  by  DOC  of  objective 
procedures  for  defining  and  measuring  a  "reasonable"  level  of  local  matching  funds  to  be 
provided  by  applicants,  and  the  establishment  of   methods  to  analyze  the  ability  of 
applicants  to  borrow  funds  from  other  sources  at  reasonably  affordable  rates. 

7.  TSEP  funding  applications  are  ranked  by  the  Department  of  Commerce  (DOC).   The 
Governor  reviews  DOC's  recommendations  and  submits  his  recommendations  to  the 
Legislature.   The  Legislature  makes  the  final  decisions  on  funding  awards.    Review  and 
ranking  of  applications  is  a  two  stage  process.     First,  DOC  is  required  by  statute  to 
review  and  rank  TSEP  project  proposals  and  prepare  a  list  of  recommended  projects, 
based  on  ten  statutory  priorities.    Secondly,  DOC  is  also  required  by  statute  to 
recommend  the  form  of  financial  assistance  for  each  project.    TSEP  funding  is 
recommended  to  assist  local  governments  in  order  to  make  infrastructure  projects 
affordable,  where  local  governments  are  unable  to  borrow  or  obtain  the  necessary 
funds  from  local  or  other  sources. 

8.  The  policy  recommended  by  DOC  and  the  Governor  in  1993  and  established  by  the 
1993  Legislature  was  that  grant  funds  should  only  be  approved  for  projects  where  the 
applicant  is  unable  to  borrow  funds  or  obtain  grants  or  other  financing  from  other  sources 
at  reasonably  affordable  rates.    In  other  words,  the  TSEP  is  a  "gap  financing"  program. 
The  DOC  and  the  Governor  recommend  the  continuance  of  this  policy  to  the  1995 
Legislature. 


PART  2. 

DEVELOPMENT  AND  ADMINISTRATION  OF  THE  NEW  TSEP  PROGRAM 

Overview  of  Program  Accomplishments: 

As  a  new  program,   there  has  been  much  to  do  during  the  first  two  years  of  the  Treasure 
State  Endowment  Program  to  start-up  the  program  and  to  get  legislatively  approved  projects 
under  construction.  These  start-up  activities  included   cash  flow  improvements  for  the 
program  to  enable  funding  of  24  approved  projects,  developing  project  management 
procedures,  developing  a  water  meters  policy,  research  on  improving  TSEP  funding  methods, 
improving  financial  analysis  procedures  used  to  rank  TSEP  applications,   and  resolving  staffing 
issues. 

Twenty-four  Projects  Funded  Via  Cash  Flow  Improvements  To  Assist  Local  Governments   - 

Due  to  the  TSEP  statutory  cash  flow  mechanism,  if  the  first  two  years  revenues  were  used 
solely,  only  about  6  of  the  local  projects  approved  by  the  1993  Legislature  would  have  been 
funded.    By  obtaining  the  "jump  start  loan"  from  the  Board  of  Investments,  adequate  funding 
for  all  24  TSEP  projects  approved  by  the  1994  Legislature  was  provided.  The  approved 
projects  are  currently  at  various  stages  of  completion.   An  up  to  date  status  report  of  each 
project  will  be  provided  to  the  Legislature's  Long  Range  Planning  Committee  during  the  DOC 
TSEP  presentation. 

Developing  Project  Management  Procedures   -  The  TSEP  staff  developed  a  TSEP  Project 
Administration  Manual,  to  make  TSEP  project  management  more  effective,  and  yet  simpler,  for 
the  local  government  grant  and  loan  recipients.   The  Manual  also  helps  insure  that  local 
governments  comply  with  the  various  state  laws  and  regulations  on  hiring  consultants, 
bidding,  labor  standards,  money  management,  audits  and  other  construction  issues.   The 
Manual  is  also  helpful  for  DOC  TSEP  staff  and  state  auditors  in  monitoring  local  government 
compliance.    Currently,  an  additional  supplement  to  the  Manual  is  being  prepared  to  help  local 
governments  with  the  fine  points  of  construction  management  -  such  as  bidding,  preparation 
of  contract  documents  and  change  orders.    An  important  part  of  DOC  project  management  is 
for  TSEP  staff  to  monitor  projects  on  site.   TSEP  staff  conduct  project  field  visits  and  help 
local  government  officials  and  staff  to  resolve  financial  and  management  issues  and  to  comply 
with  the  applicable  state  laws.   The  staff  use  checklists  and  the  TSEP  Manual  to  monitor  TSEP 
projects. 

Developing  Water  Meters  Policy   -     In  1993,  the  Long  Range  Planning  Committee  suggested 
that  DOC  investigate  and  develop  a  policy  for  encouraging  the  installation  of  water  meters  for 
proposed  TSEP  water  system  projects.    DOC  developed  a  water  meter  policy,  encouraged 
water  system  applicants  to  consider  metering  their  systems,  and  analyzed  the  applications  for 
the  1995  Legislature  in  relationship  to  the  policy.    Where  technically  and  financially 
appropriate,  the  installation  of  water  meters  can  help  institute  more  equitable  rate  structures 
for  citizens,  reduce  costs  of  operating  water  systems,  and  promote  water  conservation. 

Research  on  Improving  TSEP  Statutory  Funding  Options  For  Applicants   -   The  TSEP  enabling 
statute  allows  applicants  to  apply  for  TSEP  loans  for  preliminary  engineering.   The  1  993 
Legislature  approved  4  preliminary  engineering  loans.  The  preliminary  engineering  loans  are  a 
new  and  unique  funding  option  in  Montana.  The  Department  developed  new  financial  methods 
to  implement  these  loans.    In  addition,  the  Department  has  commissioned  a  study  of  the 
annual  debt  service  subsidy  funding  option  authorized  by  the  TSEP  enabling  statue.  This  option 
is  a  totally  new  concept,  based  on  the  Department's  research.  There  are  legal,  financial,  and 
technical  issues  and  problems  with  making  the  annual  debt  service  subsidy  method  workable. 


The  Department  and  a  financial  consultant  are  currently  studying  the  concept,  and  working 
with  the  financial  community,  regarding  the  viability  of  the  annual  debt  service  subsidy  as  a 
funding  alternative. 

Improving  Financial  Analysis  Methods  Used  to  Rank  TSEP  Applications   -   Based  on  input  from 
several  sources,  DOC  has  improved  the  financial  analysis  methods  used  to  rank  TSEP 
applications,  with  the  goals  being  to  make  the  recommendations  on  proposed  funding  as  fair 
to  applicants  and  as  financially  sound  as  possible.    It  is  a  complex  process  to  analyze  and 
compare  the  "financial  need"  that  TSEP  applicants  have  in  order  to  make  objective 
recommendations  to  the  Legislature  on  the  most  cost  effective  award  of  TSEP  funds. 
Analyzing  whether  TSEP  grant  funds  are  necessary  for  making  a  proposed  project  affordable 
for  community  residents  and  financially  feasible  (i.e.  financial  "gap  analysis")  is  even  more 
difficult. 

Financial  gap  analysis  is  a  new  and  evolving  technique  for  infrastructure  financing  programs  in 
the  United  States.   The  Department  of  Commerce  retained  a  private  financial  consultant  to 
further  refine  these  financial  analysis  techniques.   A  summary  of  the  improved  financial 
analysis  methodology  recommended  by  the  Department  is  found  in  Appendix  B.   The  improved 
methodology  was  used  as  a  basis  for  the  recommendations  on  TSEP  applications  for 
consideration  by  the  1 995  Legislature.   The  financial  analysis  methodology  was  jointly 
developed  by  three  Montana  infrastructure  programs  including  the  DOC  TSEP  Program,  DOC 
Community  Development  Block  Grant  (CDBG)  Program,  and  the    DNRC  Renewable  Resource 
Program.  Using  a  unified  financial  approach  helps  the  State  make  more  consistent  and  sound 
financial  decisions  regarding  grant  and  loan  applications. 

Resolving  Staffing  Issues   -   Although  the  TSEP  Program  took  effect  under  the  law  in  October 
of  1  992,  full  staffing  for  the  program  was  not  provided   until  July  of  1  994.  In  addition,  due  to 
budget  limitations,  the  TSEP  Program  was  assigned  only  a  Vi  time  Program  Manager.  The 
Department  has  been  able  to  operate  the  program  with  partial  staffing  due  to  extra  efforts  by 
the  TSEP  staff  and  through  the  cooperative  efforts  of  DOC  staff  assigned  to  other  programs. 
The  Department  has  contracted  with  private  consultants,  as  appropriate,  to  help  fill  in  the 
staffing  gaps. 

Board  of  Investment  Loan  to  "Jump  Start"  the  TSEP  Program: 

The  1993  Legislature  enacted  House  Bill  663,  which  appropriated  $4.1  million  of  the  Fund's 
interest  earnings  for  24  infrastructure  projects.    Twenty  construction  projects  were  approved 
for  grants,  while  four  projects  were  approved  for  loans  to  finance  the  preparation  of 
engineering  plans. 

The  $4.1  million  for  TSEP  projects  approved  by  the  1993  Legislature  significantly  exceed  the 
level  of  interest  earnings  the  Fund  will  generate  during  the  1995  biennium  (fiscal  years  1994 
and  1995).   DOC  estimates  that  the  Fund  will  earn  approximately  $2.0  million  (after  deducting 
administrative  and  operational  costs)  during  the  period,  which  is  less  than  one-half  the  amount 
necessary  to  fund  the  grants  and  engineering  loans  approved  by  the  1993  Legislature.    In 
addition,  the  timing  of  the  TSEP  Fund  interest  earnings  deposits  from  coal  severance  tax 
revenues  may  not  coincide  with  the  need  to  fund  construction  projects  at  the  most  opportune 
time,  i.e.,  when  the  projects'  other  funding  sources  become  available  or  during  the  early  part 
of  the  construction  season. 

In  anticipation  of  the  funding  shortfall  described  above,  the  Legislature  authorized  the  TSEP  to 
borrow  funds  from  the  Montana  Board  of  Investments  (Board).    Senate  Bill  316,  enacted  by 
the  1  993  Legislature,  authorizes  the  Board,  at  its  discretion,  to  make  a  loan  to  the  TSEP  from 


non-pension  funds.   The  law  states,  "The  Treasure  State  Endowment  Program  may  borrow 
from  the  Board  of  Investments  to  provide  additional  financial  assistance  for  local  government 
infrastructure  projects  under  this  part...." 

In  October,  1993,  the  Board  approved  a  loan  from  the  Trust  of  up  to  $4,134,458  to  the  TSEP 
concluding  that: 

1 )  the  Legislature  has  authorized  the  Board  at  its  discretion  to  make  the  loan  and  has 
authorized  the  entire  amount  of  loan  proceeds  to  be  used  for  funding  TSEP  grants; 

2)  the  loan  is  secured  by  the  Fund's  interest  income,  which  is  more  than  adequate  to  repay 
the  loan; 

3)  the  loan  proceeds  will  be  used  to  finance  worthwhile  infrastructure  projects  in  local 
jurisdictions  -  a  concept  approved  by  Montana  voters; 

4)  the  availability  of  loan  proceeds  for  grants  will  "leverage"  other  funding  sources  -  DOC 
estimates  that  if  all  projects  authorized  by  the  1993  Legislature  are  completed, 
approximately  $38.0  million  will  be  spent;  and 

5)  the  use  of  Trust  funds  for  the  loan  is  in  conformance  with  state  law  (Section  1  7-6-304, 
MCA),  which  states  "Objectives  for  investment  of  the  permanent  coal  tax  trust  fund  are 
to  diversify,  strengthen  and  stabilize  the  Montana  economy  and  to  increase  Montana 
employment  and  business  opportunities  while  maintaining  and  improving  a  clean  and 
healthful  environment."   The  funding  of  infrastructure  construction  projects  with  the  loan 
proceeds  will  provide  construction  jobs,  while  at  the  same  time  promoting  a  "clean  and 
healthful  environment"  in  the  local  jurisdictions  receiving  the  grants. 

Without  the  Board  of  Investments  loan,  the  TSEP  would  have  been  able  to  fund  only 
about  6  of  the  24  local  projects  approved  by  the  1  993  Legislature.  (See  Part  3  for  a 
summary  of  the  24  TSEP  projects.) 


The  Board  "customized"  the  loan  to  meet  the  requirements  of  the  TSEP  and  to  ensure  that 
interest  earning  remaining  in  the  TSEP  after  debt  service  payments  are  adequate  to  permit 
TSEP  funding  of  approximately  $4.0  million  per  biennium  in  the  1  997  and  1  999  biennia. 
This  "customizing"  is  achieved  by:    1)  requiring  interest  only  payments  until  December  31, 
1995  [the  first  four  payments);    2)  amortizing  43  percent  of  the  principal  over  the  next 
eight  payments;  and  3)  amortizing  57  percent  of  the  remaining  principal  over  the  next  three 
payments.   The  interest  rate  was  set  at  5.85  percent. 

The  jump  start  loan  was  cost  effective  because  it  leveraged  approximately  $38  million  in 
other  matching  funds;  interest  rates  were  at  a  30-year  low;  unfunded  projects  would  hav 
increased  in  cost  due  to  substantial  inflation  for  building  materials;  and  the  projects  were 
needed  to  resolve  threats  to  public  health  and  safety. 

The  Board  of  Investments  "jump  start"  loan  made  in  1993  was  a  one  time  event  necessary 
to  start  the  TSEP  program.   Therefore,  TSEP  revenues  for  the  1  996/1  997  biennium  will  be 
based  on  normal  TSEP  interest  income  only  and  probably  will  not  be  sufficient  to  fund  all 
applications  to  the  1995  Legislature. 
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PART  3 

PROJECTS  APPROVED  BY  1993  LEGISLATURE 

The  1  993  Legislature  approved  24  TSEP  projects  for  funding.   As  was  explained  in  part  2 
of  this  report,  DOC  obtained  a  "jumpstart"  loan  from  the  Board  of  Investments  in  order  to 
provide  adequate  funding  for  all  of  the  24  projects.   The  chart  on  the  following  page  is  a 
summary  of  the  1993  projects.   The  subsequent  pages  include  a  summary  of  each  project. 

The  projects  are  currently  in  various  different  stages  of  completion.    DOC  will  provide  a 
complete,  up-to-date  report  on  the  status  of  each  project  as  part  of  the  DOC  presentation 
to  the  Legislature's  Long  Range  Planning  Subcommittee. 

As  can  be  seen  by  examining  the  1  993  approved  projects,  the  majority  of  the  applications 
submitted  were  for  grants,  not  for  loans.   This  is  not  surprizing  because  research  indicates 
that  grants  are  often  the  key  to  making  a  local  project  financially  feasible  and  affordable  for 
local  residents.    Intensive  financial  analysis  is  necessary  in  order  to  draw  conclusions  on 
whether  a  TSEP  application  needs  TSEP  grant   funds  (as  opposed  to  loan  funds)  to  make 
the  project  feasible  and  affordable. 


RANK 

1 .  BUTTE-SILVER  BOW  (WATER) 

2.  ANACONDA/DEER  LODGE  (WATER) 

3.  CARBON  CO.  (BRIDGE) 

4.  NEIHART  (WATER) 

5.  MISSOULA  CO. /SUNSET  WEST  (WATER) 

6.  YELLOWSTONE  CO.  (BRIDGE) 

7.  CIRCLE  (WATER) 

8.  STILLWATER  CO./REEDPOINT  (SEWER) 

9.  BEAVERHEAD  CO.  (SLD  WASTE) 

10.  RONAN  (SEWER) 

11.  SHELBY  (SD/SEWER) 

12.  WHEATLAND  CO.  (ENG.  LOAN) 

13.  HARLEM  (WATER) 

14.  RICHLAND  CO.  (SLD  WASTE) 

15.  LEWISTOWN  (STR.  DRAIN) 

16.  HELENA  (WATER) 

17.  LIVINGSTON  (STR.  DRAIN) 

18.  TOOLE  CO./SWEETGRASS  (ENG.  LOAN)  (W) 

19.  FROID  (WATER) 

20.  ENNIS  (WATER) 

21.  GALLATIN  CO./RAE  SUBDIV.  (WATER) 

22.  YELLOWSTONE  CO. /SHEPHERD  (ENG.  LOAN 

23.  DUTTON  (WATER) 

24.  TOOLE  CO./SWEETGRASS  (ENG.  LOAN)  (S) 
TOTAL  AMOUNT 


/ED  FOR  FUNDING  THROUGH  HB  663 

Amount  Approved 

Total  Project 

$  300,000 

$23,215,000 

$  350,000 

$ 

4,425,000 

$     25,000 

$ 

120,100 

$  544,673 

$ 

726,231 

$  154,107 

$ 

309,107 

$     95,500 

$ 

193,110 

$  370,000 

$ 

740,000 

$  200,000 

$ 

1,312,645 

$  160,000 

$ 

320,000 

$  100,000 

$ 

618,215 

$  366,000 

$ 

980,300 

$     33,000 

$ 

35,000 

$  217,300 

$ 

434,600 

$  285,000 

$ 

1,141,000 

$     60,000 

$ 

165,264 

$  338,633 

$ 

1,354,531 

$  100,000 

$ 

200,000 

$     25,000 

$ 

25,000 

$  117,000 

$ 

576,600 

$  100,000 

$ 

1,060,000 

$     33,245 

$ 

66,491 

sl)(W)      $     85,000 

$ 

85,000 

$     50,000 

$ 

118,700 

$     25,000 

$ 

25,000 

$4,134,458 

$38,246,894 

1993  TSEP  PROJECT  SUMMARIES 
AS  ORIGINALLY  APPROVED  BY  THE  1993  LEGISLATURE 

ANACONDA-DEER  LODGE  (Water  System) 
|  TSEP  Grant:     $    350,000 

Other  Funds:   $3,700,000  Revenue  Bonds 

$     375,000  (Community  Development  Block  Grant) 
Total  Project:  $4,425,000 
Anaconda-Deer  Lodge  is  under  Public  Service  Commission  mandate  to  improve  its  water  system  to 
comply  with  state  and  federal  water  quality  standards.  Community  is  under  a  Montana  Department  of 
Health  and  Environmental  Sciences  (DHES)   boil  order.     Situation  is  considered  an  urgent  and  serious 
health  problem  by  DHES. 

BEAVERHEAD  COUNTY  (Solid  Waste) 

TSEP  Grant:     $    160,000 

Other  Funds:   $    160,000  Beaverhead  County 

Total  Project:  $    320,000 
Existing  landfill  is  located  directly  above  City  of  Dillon's  water  supply  and  Beaverhead  River.  Situation  is 
considered  a  significant  threat  to  public  health  by  DHES.  DHES  and  court  has  mandated  that  county 
close  and  reclaim  existing  site. 

BUTTE-SILVER  BOW  (Butte  Water  System): 

TSEP  Grant:     $      300,000 

Other  Funds:   $22,915,000  Revenue  Bonds 

Total  Project:  $23,215,000 
Butte-Silver  Bow  is  under  a  state  and  federal  court  decree  to  improve  its  water  system  to  comply  with 
state  and  federal  water  quality  standards.    Situation  is  considered  an   urgent  and  serious  health  problem 
|by  DHES. 

CARBON  COUNTY  (Sand  Ford  Bridge) 

TSEP  Grant:     $     25,000 

Other  Funds:   $     50,000  Carbon  County  Bridge  Fund 
$     45,100    US  Forest  Service  Grant 

Total  Project:  $  120,100 
The  Sand  Ford  Bridge  provides  access  to  the  East  Rosebud  Canyon  area  south  of  Roscoe.    Montana 
Department  of  Transportation  (MDOT)  considers  the  bridge  an   urgent  and  serious  safety   problem 
because  it  violates  state  bridge  standards  and  is  used  by  200  vehicles  per  day  during  summer  months. 

CIRCLE  (Water  System) 

TSEP  Grant:     $370,000 

Other  Funds:   $  370,000  USDA  Rural  Development  Administration  grant/loan  to  be 

applied  for. 
Total  Project:  $  740,000 
Circle  has  received  a  noncompliance  order  from  DHES  because  of  health  risks  posed  by  excessive 
•fluorides  and  sodium  in  water  supply,  in  violation  of  federal  and  state  water  quality  standards. 

DUTTON  (Water) 

TSEP  Grant:     $     50,000 

Other  Funds:   $     50,000  DNRC  Water  Development  Program  grant 

$     1  8,700  Town  of  Dutton 
Total  Project:  $  118,700 
IThe  project  would  improve  Dutton's  water  storage  and  distribution  system  to  provide  adequate  capacity 
for  fire  fighting. 
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ENNIS  (Water  System) 

TSEP  Grant:     $     100,000 

Other  Funds:   $     660,000  Montana  Dept.  of  Natural  Resources  (DNRC) 
Water  Development  Program  Loan 
$     400,000  CDBG  awarded  by  Montana  Dept.  of  ( 

Commerce  (DOC)  in  January,  1994 
Total  Project:  $1,060,000 
The  project  would  improve  Ennis'  water  storage  and  distribution  system  to  provide  adequate  capacity  for 
fire  fighting. 

FROID  (Water  System) 

TSEP  Grant:     $    117,000 

Other  Funds:    $     25,000  Town  of  Froid 

$  317,130USDA  (RDA)  Grant 

$  11  7,470  USDA  RDA  (formerly  Farmers  Home  Administration)  Loan 
Total  Project:  $  576,600 
Froid  faces  a  critical  water  storage  problem.   A  new  storage  tank  will  improve  the  water  chlorination 
system  and  provide  adequate  water  storage  to  meet  standards  for  fire  fighting. 

GALLATIN  COUNTY  -  RAE  SUBDIVISION  (Water  ) 

TSEP  Grant:     $33,245 

Other  Funds:   $     6,278   Rae  Subdivision  Water  and  Sewer  District 
$     7,757   King  Arthur  Park  owner 
$  19,21 1    Rae  Subdivision  residents 
Total  Project:  $  66,491 
The  project  would  install  water  meters  for  the  Rae  Subdivision  water  system  in  order  to  provide  a  more 
effective  water  rate  structure  and  to  encourage  water  conservation. 

HARLEM  (Water  Storage) 

TSEP  Grant:     $217,300 

Other  Funds:   $  385,395  CDBG  application  to  be  submitted  to  DOC  in  June,  1  994 
$  21  7,300  EDA  grant  applied  for 

Total  Project:  $  434,600 
Town  faces  critical  water  storage  problem.   A  new  storage  tank  will  improve  the  water  chlorination 
system  and  provide  adequate  water  storage  to  meet  standards  for  fire  fighting. 

HELENA  (Water  Storage) 

TSEP  Grant:     $     338,633 

Other  Funds:   $  1 ,01  5,898  City  of  Helena 

Total  Project:  $  1,354,531 
TSEP  funds  would  be  used  to  help  the  City  of  Helena  to  upgrade  the  Upper  Hale  Water  System.   Existing 
deficiencies  in  water  storage  and  main  capacity  create  a  serious  fire  protection  problem.    Current  city 
water  rates  are  already  among  the  highest  in  the  state. 

LEWISTOWN  (Storm  Drainage) 

TSEP  Grant:     $     60,000 

Other  Funds:   $  105,264  City  of  Lewistown 

Total  Project:  $  165,264 
The  project  would  install  subsurface  storm  drainage  facilities  in  a  twelve  block  area  of  the  city. 
Currently,  poor  drainage  causes  standing  water  which  deteriorates  streets,  creates  traffic  hazards,  and 
impacts  neighboring  residential  and  business  properties.  ' 
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LIVINGSTON  (Storm  Drainage) 

TSEP  Grant:     $  100,000 
Other  Funds:   $  100,000  City  of  Livingston 
Total  Project:  $  200,000 
(The  project  will  rehabilitate  the  deteriorated  storm  drainage  system  in  a  27  block  area  on  the  east  side  of 
Livingston. 

MISSOULA  COUNTY-  SUNSET  WEST  (Water) 

TSEP  Grant:     $  154,107 

Other  Funds:   $155,000  Sunset  West  Homeowners  Association  (rural 

special  improvement  district.) 

Total  Project:  $  309,107 
Families  in  Sunset  West  subdivision  have  no  water  due  to  contamination  and  failure  of  existing  wells. 
DHES  has  issued  Administrative  Compliance  Order  to  the  subdivision  to  provide  an  adequate  water 
supply.  Situation  is  considered  critical. 

NEIHART  (Water  System) 

TSEP  Grant:     $544,673 

Other  Funds:   $150,000  DNRC   Water  Development  Program  loan 

$    31,558  USDA  RDA  grant   applied  for    (Town  has  also  applied  to 
U.S.  Economic  Development  Administration  (  EDA)  for  grant  assistance) 

Total  Project:  $726,231 
Town  is  under  state  district  court  order  to  improve  its  water  system  to  comply  with  state  and  federal 
water  quality  standards.     Community  has  been   under  a  DHES  boil  order  since  1982.     Situation  is 
considered  a  very   urgent  and  serious  health  problem  by  DHES.   Without  TSEP  assistance,  water  rates 
would  be  $82  per  month. 

[RICHLAND  COUNTY  (Solid  Waste) 

TSEP  Grant:     $      285,000 

Other  Funds:   $      300,  809   County  tax  assessments 

$      269,691     County  Solid  Waste  District  funds 
$      102,500    Richland  County 
Total  Project:  $      958,000 
The  existing  county  landfill  site  is  polluting  groundwater  and  wells  in  the  area.   The  project  would  close 
the  existing  landfill  and  purchase  a  site  for  and  construct  a  new  landfill  in  compliance  with  DHES 
standards. 

RONAN  (Sewer  System) 

TSEP  Grant:     $  100,000 

Other  Funds:   $  104,000  City  funds 

$  400,000  CDBG  application  submitted  to  DOC  in  September 
$  220,000  Application  submitted  to  DHES  for  loan  from 
State  Revolving  Fund  (SRF) 
Total  Project:  $  618,215 
City's  sewage  collection  and  treatment  system  is  in  violation  of  federal  and  state  water  quality  standards. 
Project  would  rehabilitate  sewage  system  to  meet  standards. 

'  SHELBY  (Sewer  System) 

TSEP  Grant:     $366,000 

Other  Funds:   $       4,300  City  funds 

$  200,000  CDBG  awarded  by  DOC  in  January,  1994 
|  $  244,000  Application  submitted  to  DHES  for  loan  from  SRF 

*  Total  Project:  $  980,300 
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Deteriorating  sewage  lines  have  caused  sewage  to  back  up  into  numerous  homes.    DHES  considers 
situation  a  public  health  hazard. 

STILLWATER  COUNTY-  REEDPOINT  (Sewer  System) 

TSEP  Grant:     $     200,000  ( 

Other  Funds:    $     912,645    USDA  RDA  grant/loan  pre-application  approved 

$     400,000  CDBG  awarded  by  DOC  in  January,  1994 
Total  Project:  $1,312,645 
Community  has  no  sewer  system.  Groundwater  and  wells  are  being  contaminated  by  failing  cesspools 
and  septic  tanks.    Project  would  construct  a  community  sewage  collection  and  treatment  system. 

TOOLE  COUNTY  -  SWEETGRASS       (Engineering  Loan)  (Water) 

TSEP  Deferred  Loan:  $25,000 

The  unincorporated  community  of  Sweetgrass  has  an  inadequate  water  supply  to  meet  demand.  TSEP 
funds  would  provide  a  $25,000  deferred  loan  to  prepare  an  engineering  plan  to  solve  the  community's 
water  system  problems.  Repayment  would  be  due  when  the  water  project  is  constructed  or  within  five 
years,  whichever  is  first. 

TOOLE  COUNTY  -  SWEETGRASS       (Engineering  Loan)  (Sewer) 

TSEP  Deferred  Loan:  $25,000 

The  unincorporated  community  of  Sweetgrass  has  an  inadequate  sewer  system.   TSEP  funds  would 
provide  a    $25,000  deferred  loan  to  prepare  an  engineering  plan  to  solve  the  community's  sewer  system 
problems.  Repayment  would  be  due  when  the  sewer  project  is  constructed  or  within  five  years, 
whichever  is  first. 

WHEATLAND  COUNTY  (Engineering  Loan) 

TSEP  Deferred  Loan:  $33,000 

Other  Funds:  $    2,000  City-County  Planning  Board 

Total  Project:  $35,000 

The  county  has  no  landfills  which  comply  with  state  standards.  TSEP  funds  would  provide  a  $33,000 
deferred  loan  to  prepare  an  engineering  study  and  plan  to  solve  the  county's  solid  waste  management 
problems.  Repayment  would  be  due  when  project  is  constructed  or  within  five  years,  whichever  is  first. 

YELLOWSTONE  COUNTY  (King  Avenue  Bridge) 

TSEP  Grant:  $     95,500 

Other  Funds:  $     49,860  County  Bridge  Fund 

$     47,750  United  Industry  (private  development 
contribution) 
Total  Project:  $  193,110 

MDOT  considers  this  bridge  a  serious  public  safety  issue.  Existing  bridge  creates  traffic  bottleneck  and 
accidents.    Project  would  also  facilitate  construction  of  a  400,000  square  foot  retail  development  in  area. 

YELLOWSTONE  CO.  -  SHEPHERD        (Engineering  Loan)  (Water) 

TSEP  Deferred  Loan:  $  85,000 

The  unincorporated  community  of  Shepherd  currently  relies  on  individual  wells  for  water.  TSEP  funds 
would  provide  a    $85,000  deferred  loan  to  prepare  a  preliminary  engineering  plan  for  a  community  water 
system  to  solve  the  area's  water  quality  problems.  Repayment  would  be  due  when  the  water  project  is 
constructed  or  within  five  years,  whichever  is  first. 
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PART  4 

1995  TREASURE  STATE  ENDOWMENT  PROGRAM  APPLICATIONS 
(FY  96/FY  97  Biennium,  Alphabetical  Order) 

The  following  applications  have  been  submitted  to  DOC.   There  is  approximately  $3.8  million 
(net)  available  for  award.   All  Applicants  have  requested  grants.    No  loans  were  requested. 


APPLICANT 

PROJECT 
RANK* 

GRANT 
REQUESTED 

TOTAL 
PROJECT  $ 

BEAVERHEAD  COUNTY  (BRIDGE) 

14 

$      23,000 

$     46,000 

BUTTE-SILVER  BOW  (SEWER) 

13 

500,000 

5,446,000 

CHESTER  (SEWER) 

19 

95,350 

190,700 

CONRAD  (WATER) 

5 

180,000 

360,000 

DAWSON  COUNTY  (BRIDGE) 

20 

500,000 

865,800 

DILLON  (SEWER) 

11 

407,500 

1,078,000 

EAST  GLACIER  WTR.  DIST.  (WATER) 

2 

306,555 

747,460 

FAIRVIEW  (WATER) 

16 

500,000 

1,595,000 

GARDINER/PARK  COUNTY  (WATER) 

9 

300,000 

893,300 

HAMILTON  (SEWER) 

8 

137,632 

662,632 

HAVRE  (WATER) 

18 

500,000 

1,644,600 

HILL  COUNTY  WATER  DIST.  (WATER  DIST. 

1 

500,000 

1,045,000 

HYSHAM  (SEWER) 

17 

127,500 

255,000 

KALISPELL  (WATER) 

10 

270,000 

548,105 

LEWISTOWN  (WATER) 

3 

500,000 

9,046,000 

POWELL  COUNTY  (BRIDGE) 

15 

51,334 

123,934 

RICHLAND  COUNTY  (DAM)** 

21 

431,250 

575,000 

SEELEY  LAKE  (WATER) 

7 

464,364 

977,041 

THOMPSON  FALLS  (SEWER) 

12 

400,644 

890,321 

TROY  (SEWER) 

4 

500,000 

4,697,200 

WHITEHALL  (WATER) 

6 

500,000 

1,300,000 

TOTALS 

$7,195,129 

$32,987,093 

*  Project  "rank"  is  the  Applicant's  relative  standing  on  the  Ten  TSEP  Statutory  Priorities, 
stage  one  of  ranking.     See  Part  7  of  this  report  for  details. 

**  This  type  of  project  (dam)  is  not  eligible  under  the  TSEP  enabling  statute. 
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PART  5. 
FUNDS  AVAILABLE  FOR  1995  LEGISLATURE,  TSEP  CASH  FLOW 

For  the  1  995  Legislature  (1  997  Biennium),  21  applications  have  been  submitted  by  local  governments  to 
the  Department  of  Commerce  requesting  $7.19  million  in  TSEP  funds.    All  applications  were  requests  for 
grants,  no  loans  were  requested.    The  Department's  most  precise  estimate  (as  of  10/29/94)  is  that 
$3,804,646  will  be  available  (after  subtracting  administrative  and  operational  costs)  for  financing 
community  infrastructure  projects  during  the  1  996-1  997  biennium.   This  figure  is  subject  to  change  as 
updated  projections  on  Coal  Tax  revenues  are  received  in  the  future. 

Under  17-5-703,  MCA,  there  is  a  separate  subfund  called  the  Treasure  State  Endowment  Fund  (the 
"Fund"),  established  within  the  Permanent  Coal  Trust  (the    "Trust")  to  generate  ongoing  funding  for 
TSEP  projects.   As  a  subfund  of  the  Trust,  the  Fund  principal  is  afforded  the  same  constitutional 
protection  as  the  principal  in  the  Trust.   The  Montana  Constitution  states  "The  principal  of  the  trust  shall 
forever  remain  inviolate  unless  appropriated  by  a  vote  of  three-fourths  of  the  members  of  each  house  of 
the  legislature."   The  Chart  in  Appendix  D  illustrates  the  relationship  of  the  Coal  Severance  Tax  Trust  and 
the  TSEP  Fund. 

Under  the  provisions  of  the  TSEP  statute,  on  July  1 ,  1993,  $  1 0.0  million  was  transferred  from  the  Trust 
to  the  Fund.    In  addition  to  the  amount  transferred  from  the  Trust,  the  Fund  will  receive  50  percent  of 
the  coal  severance  taxes  constitutionally  earmarked  for  the  Trust  during  a  20  year  period.    It  is  estimated 
that  by  fiscal  year  2014,  principal  in  the  Fund  will  reach  over  $221  million.    Revenues  for  TSEP  grants 
and  loans  are  generated  by  interest  earnings  on  the  principal  of  the  Fund  and  by  loan  repayments  made 
by  local  government  loan  recipients.    Only  the  interest  earnings  on  the  Fund  may  be  spent  for  TSEP 
grants,  loans,  and  program  administration. 

The  chart  on  the  next  page  illustrates  the  projected  cash  flow  mechanics  of  the  TSEP  program  from 
Fiscal  Year  1994  to  Fiscal  Year  2014.  The  figures  are  only  rough  estimates  because  of  the  difficulty  of 
projecting  interest  rates,  coal  production,  and  TSEP  Program  operating  costs  so  far  into  the  future. 
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MECHANICS  OF  COAL  TAX  REVENUE  DEPOSITS  FOR  LOCAL  INFRASTRUCTURE  ASSISTANCE 

TREASURE  STATE  ENDOWMENT  PROGRAM  (TSEP) 

Operating 

Annual  Deposits  to 

Annual  Deposits  to 

Cumulative  TSEP 

Est.  Annual  Interest 

Year 

Perm.  Fund  Principal 

TSEP  Fund  Principal 

Principal 

Available  for  Distrib. 

($10,000,000) 

$10,000,000 

1      FY  '94 

$9,809,476 

$9,809,476 

$19,809,476 

$928,696 

2     FY  '95 

$10,899,250 

$10,899,250 

$30,708,726 

$1,730,398 

3     FY  '96 

$10,941,000 

$10,941,000 

$41,649,726 

$2,336,869 

4     FY  "97 

$10,597,500 

$10,597,500 

$52,247,226 

$3,196,009 

5     FY  '98 

$10,600,000 

$10,600,000 

$62,847,226 

$3,851,070 

6     FY  '99 

$10,600,000 

$10,600,000 

$73,447,226 

$4,579,070 

7     FY  '00 

$10,600,000 

$10,600,000 

$84,047,226                        $5,307,070 

8     FY  '01 

$10,600,000 

$10,600,000 

$94,647,226 

$6,035,070 

9     FY  '02 

$10,600,000 

$10,600,000 

$105,247,226 

$6,763,070 

10     FY '03 

$10,600,000 

$10,600,000 

$115,847,226 

$7,491,070 

1 1      FY  '04 

$10,600,000 

$10,600,000 

$126,447,226 

$8,219,070 

12     FY '05 

$10,600,000 

$10,600,000 

$137,047,226 

$8,947,070 

13     FY '06 

$10,600,000 

$10,600,000 

$147,647,226 

$9,675,070 

14     FY  '07 

$10,600,000 

$10,600,000 

$158,247,226 

$10,403,070 

15     FY '08 

$10,600,000 

$10,600,000 

$168,847,226 

$11,131,070 

16     FY  '09 

$10,600,000 

$10,600,000 

$179,447,226 

$11,859,070 

17     FY '10 

$10,600,000 

$10,600,000 

$190,047,226 

$12,587,070 

18     FY '11 

$10,600,000 

$10,600,000 

$200,647,226 

$13,315,070 

19     FY '12 

$10,600,000 

$10,600,000 

$211,247,226 

$14,043,070 

20     FY '13 

$10,600,000 

$10,600,000 

$221,847,226 

$14,771,070 

21      FY '14 

$21,200,000 

$0 

$221,847,226 

$14,771,070 

Interest  projected  at  6.5%  earning  rate. 

Prepared  by  Melanie  Strandberg 

Dept  of  Commerce/Mgmt.  Services  Div. 

Updated  11-7-94 
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PART  6. 

TSEP  POLICY  ISSUES 

1.   The  Key  Issue,  1993  Session  --  Balancing  Ten  Statutory  Priorities  Versus  The  Department's  Statutory 
Responsibility  to  Recommend  Form  of  Funds 

The  TSEP  enabling  statute  states  that  the  Department  of  Commerce  : 

Shall  prepare  and  submit  a  list  containing  the  recommended  projects  and  the  recommended  form 
of  financial  assistance  for  each  project  to  the  Governor,  prioritized  pursuant  to  subsection  (2). 
The  Governor  shall  review  the  projects  recommended  by  the  Department  and  shall  submit  a  list  of 
recommended  projects  and  the  recommended  financial  assistance  to  the  Legislature.  (90-6-710 
MCA,  emphasis  added). 

(Subsection  (2)  cited  above  lists  the  ten  statutory  ranking  priorities.  Priority  #l  is  Public  Health  Threat; 
Priority  #2  is  State/Federal  Regulatory  Standards;  etc.) 

In  the  1  993  Session,  a  major  TSEP  policy  issue  was  that  it  was  possible  that  an  application  could  be 
ranked  high  with  respect  to  the  ten  priorities  even  though  the  Department's  financial  analysis  indicated 
that  the  applicant  had  adequate  financial  capacity  to  fund  either  a  greater  portion  of  the  project  or  the 
entire  project  (usually  by  borrowing   more  funds).    In  these  situations,  the  State  was  faced  with  a  policy 
decision:    Should  the  State  award  scarce  grant  funds  to  applicants  who  were  ranked  high  on  the  ten 
priorities  but  who  had  documented  adequate  borrowing  capacity? 

The  Department  recommended  in  1993  that  it  would  be  inappropriate  for  the  State  to  award  grant  funds 
to  applicants  who  had  the  capacity  to  borrow  at  affordable  rates  for  the  project.     During  the  original 
legislative  discussion  of  TSEP,  several  legislators  stated  that  communities  should  make  the  maximum 
effort  to  pay  for  local  public  facility  projects  with  their  own  funds  before  asking  the  State  to  subsidize 
local  projects.   There  was  a  strong  consensus  among  the  local  officials  and  legislators  who  participated 
in  the  1  992  public  hearings  on  the  TSEP  guidelines  that  communities  should  participate  in  the  funding  of 
any  public  facility  project  in  proportion  to  their  local  financial  resources. 

In  a  time  of  scarce  grant  resources  and  close  public  scrutiny  of  State  finances,  it  seemed  inappropriate 
for  the  State  to  provide  grant  funds  to  applicants  that  could  obtain  loans  at  affordable  rates.    In  addition, 
if  scarce  grant  funds  were  awarded  to  these  less  needy  applicants,  other  needy  applicants  that  required 
grants  to  make  their  projects  feasible  and  affordable  would  not  have  received  grants.    Since  TSEP  grants 
had  to  be  rationed,  it  was  important  to  be  able  to  determine  which  applicants  truly  could  not  proceed 
without  a  grant  and  which  applicants  had  adequate  borrowing   capacity.    In  1  993,  the  Department 
developed  and  used  a  financial  means  test   as  a  guide  in  determining  whether  grants  should  be 
recommended.   This  approach  was  endorsed  by  the  Governor  and  adopted  by  the  Legislature  in  awarding 
the  1993  TSEP  grant  funds.   The  Department  has  followed  this  same  approach  in  preparing  its 
recommendations  to  the  Governor  and  the  1995  Legislature.   The  Governor  has  endorsed  this  approach 
and  recommends  the  approach  for  the  projects  to  be  considered  by  the  1  995  Legislature. 
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2.  The  Key  Issue  For  the  1995  Legislature  -  Grant  Ceilings 

) 

This  year  the  Department  has  identified  an  additional  policy  issue  which  is  fundamental  to  the 
effectiveness  of  the  program.   The  issue  is  that  there  was  no  grant  ceiling  established  for  the  TSEP 
applications  for  the  1993  Legislature.     The  Department  feels  it  is  time  to  reconsider  this  policy.   Most 
state  and  federal  infrastructure  grant  programs  have  established  ceilings  on  the  maximum  amount  of 
grant  funds  which  will  be  provided  for  a  single  project.   These  limitations  serve  to  better  distribute  scarce 
grant  funds  to  a  greater  number  of  needy  communities.  Setting  a  grant  ceiling  is  complex.   If  the  ceiling 
is  too  low,  the  financial  assistance  may  be  inadequate  to  make  the  project  financially  feasible  or 
affordable  for  local  citizens.   Setting  a  grant  ceiling  too  high  may  result  in  funding  only  a  small  number  of 
projects  while  denying  many  other  worthy  and  needy  communities  crucial  financial  assistance. 

Grant  ceilings  for  other  infrastructure  programs  vary  widely.   The  Montana  Department  of  Natural 
Resources  and  Conservation  Renewable  Resource  Program  has  a  grant  ceiling  of  $100,000  for  public 
projects,  although  $50,000  per  project  is  often  recommended.  The   U.S.  Farmers  Home  Administration 
Water  and   Wastewater  Disposal  Program  has  no  ceiling  and,  thus,  has  the  ability  to  award  all  its  grant 
funds  (over  $3  million  annually  for  Montana)  for  a  single  project  or  a  few  projects.   There  is  no  statutory 
ceiling  for   U.S.  Economic  Development  Administration  grants  for  public  facilities  projects,  although  the 
agency  normally  limits  its  grants  to  about  $1  million  per  project.    Finally,  public  facility  grants  of  the 
Montana  Community  Development  Block  Grant  Program  administered  by  the  Department  are  limited  to 
$400,000.  Based  on  the  first  TSEP  funding  cycle  during  the  1993  Legislative  Session,  the  TSEP  grant 
requests  for  construction  projects  ranged  from  a  high  of  $2,735,425 to  a  low  of  $25,000.  The 
maximum  1 993  TSEP  grant  award  was  $544,673  for  the  Town  of  Neihart. 

)ln  the  1 994  TSEP  application  guidelines,  DOC  proposed   a  new  policy  of  allowing  grants  of  up  to 
$500,000  with  the  actual  grant  amount  to  be  awarded,  if  any,  to  be  based  on  an  assessment  of  the 
applicant's  financial  capacity,  including  its  ability  to  borrow  money.   The  Department  believes  the 
proposed  $500,000  ceiling  strikes   a  reasonable  balance  between  the  need  to  provide  sufficient  money 
to  help  make  projects  affordable  for  community  residents   and   the  desire  to  fund  as  many  worthy 
projects  as  possible.  The  Governor  has  endorsed  and  recommends  the  $500,000  grant  ceiling  for 
projects  to  be  considered  by  the  1995  Legislature. 


PART  7. 
1995  TSEP  APPLICATION  RANKING  PROCESS  AND  RECOMMENDATIONS 
Stage  One,  Ranking  of  Ten  Statutory  Priorities  (90-6-710  (2)  MCA) 

Based  on  State  statute  and  under  the  precedent  established  in  1993  by  the  Department  of  Commerce, 
the  Governor,  and  the  Legislature,  the  TSEP  ranking  process  is  a  two-stage  process.    In  the  first  stage, 
the  applications  are  ranked  according  to  the  ten  statutory  priorities.  The  TSEP  applications  were 
analyzed  by  the  Department's  staff,  consulting  engineers,  a  financial  consultant,  and  individuals 
representing  the  DHES  Water  Quality  Bureau  and  the  MDOT  Bridge  Bureau.   The  Department  used 
multiple  reviewers  to  double  check  facts  and  reconcile  scores.   A  consensus  approach  was  used  by 
ranking  teams  to  assure  uniformity  and  fairness  in  applying  the  ranking  and  review  criteria.   The 
Department  coordinated  its  review  with  DNRC's  Renewable  Resource  Development  Program  and  the 
Department's  CDBG  Program.   Appendix  C  contains  the  ranking  questions  and  scoring  criteria  for  the  ten 
statutory  priorities. 

Stage  Two,  Financial  Affordability  Factors  and  Financial  Gap  Analysis  (90-6-710  (1)  MCA) 

The  second  stage  of  the  TSEP  application  evaluation  process,  the  financial  "gap  analysis",  evaluates 
applicants  based  on  their  relative  financial  need  so  that  the  Department  can  fulfill  its  statutory  obligation 
to  make  recommendations  on  the  form  of  financing.   The  major  challenge  for  the  Department  is  to 
determine  what  is  reasonable  local  effort  and  how  much  TSEP  grant  assistance,  if  any,  is  needed  to 
make  a  local  project  feasible  and   affordable  for  the  citizens.     It  is  necessary  to  analyze  the  relative 
financial  need  for  TSEP  grant  funds  because  there  is  a  shortage  of  grant  funds  and  the  available  grant 
funds  must  be  "rationed."    In  making  these  determinations  and  recommendations,  the  Department's 
overriding  goal  is  to  treat  applicants  fairly  and  uniformly. 

To  achieve  this  goal,  the  Department  developed  a  set  of  financial  indicators  or  measurements  to  assist  it 
in  analyzing  the  financial  condition  of  applicants  to  determine  whether  applicants  needed  grants  or  could 
borrow  additional  funds  to  complete  their  projects.    None  of  the  indicators  viewed  individually  may  give  a 
clear  and  complete  picture  of  an  applicant's  need  for  a  TSEP  grant.   However,  when  the  indicators  are 
considered  collectively  for  a  single  applicant,  and  the  results  are  used  to  evaluate  applicants 
competitively,  a  more  accurate  picture  of  each  applicant's  financial  situation  and  capacity  emerges.   This 
financial  analysis  allows  the  Department,  the  Governor,  and  the  Legislature  to  assure  greater  equity  and 
uniformity  in  the  rationing  of  limited  grant  dollars  among  many  worthy  projects.    The  Department 
employed  this  procedure  in  making  recommendations  for  the  1 993  TSEP  applications  and  it  was 
endorsed  by  the  Governor  and  the  Legislature  in  making  the  1993  grant  and  loan  awards.   The  Governor 
and  DOC  recommend  the  use  of  this  procedure  by  the  1995  Legislature. 

Appendix  B  briefly  explains  the  financial  analysis  methodology.   The  methodology  was  refined  by  the 
Department  in  1994.  The  improved  methodology  was  based  on  suggestions  made  by  local  government 
officials  and  other  individuals  knowledgeable  in  the  field  of  infrastructure  financing.   The  Department 
retained  a  private  financial  consultant  to  help  with  the  financial  anaysis.   The  Department's  financial 
analysis  of  each  applicant's  financial  situation  and  capacity  is  a  general  guide  for  decision  making,  but  it 
is  not  a  substitute  for  reasoned  judgement. 

It  is  important  to  note  that  the  policy  established  by  the  Department,  the  Governor,  and  the  Legislature  in 
1 993  is  that  TSEP  grants  should  only  be  approved  for  projects  where  the  Applicant  is  unable  to  borrow 
funds  or  other  financing  from  other  sources  at  reasonably  affordable  rates.    In  other  words,  TSEP  is  a 
"gap  financing  program".   Where  TSEP  grants  are  not  recommended  for  an  Applicant  by  the  Department 
or  the  Governor,  other  sources  of  financing  (such  as  loans)  are  available  to  the  Applicant.   The  demand 
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for  grants  always  exceeds  the  supply;  thus,  grant  funds  have  to  be  rationed. 

Criteria  For  Grant  Award 

Based  on  state  statute  and  the  Department's  recommended  financial  gap  analysis  methodology,  as 
summarized  in  Appendix  B,  the  Department  based  its  funding  recommendations  on  the  following  four 
principles: 

(1)  In  compliance  with  the  intent  of  the  statute,  the  applicants'  scores  on  the  ten  statutory 
priorities  provide  the  rank  order  of  applicants; 

(2)  In  compliance  with  the  statute  which  requires  the  Department  and  the 
Governor  to  recommend  the  form  of  the  TSEP  financing,  applicants  which  have 
reasonably  clear-cut  substantial  borrowing  capacity  at  relatively  affordable  rates  are  not 
recommended  for  grant  awards;  and 

(3)  In  analyzing  borrowing  capacity  of  the  applicants,  the  Department  has  factored  in  a 
"safety  margin"  of  reserved  borrowing  capacity  so  that  applicants  whose  requests  are 
recommended  for  reductions  (or  for  applicants  where  no  grant  is  recommended)  have 
adequate  borrowing  capacity  for  other  future  mandated  projects  or  projects  in  response  to 
emergencies  which  cannot  be  foreseen  at  this  time;  and 

(4)  Projects  which  appear  to  have  significant  feasibility  or  technical  issues  are  not 
recommended  for  funding  at  this  time. 

The  three  charts  on  the  following  pages  summarize  the  Department's  ranking  results  and 
recommendations.   The  three  charts  are: 

"1995  Applications:  Scores  on  10  Statutory  Priorities  (Stage  1  of  Ranking)" 
"TSEP  Financial  Gap  Analysis  Chart  (Stage  2  of  Ranking)";  and 
"TSEP  Grant  Award  Summary  Chart". 

The  last  chart,  the  Grant  Award  Summary  Chart,  is  of  particular  interest  and  summarizes  the 
Department's  and  Governor's  overall  recommendations.   The  summary  chart  has  been  included  in  the 
Executive  Budget  Proposal. 

Details  on  all  aspects  of  each  application  -  including  the  basis  for  the  Department's   recommendation  on 
the  form  and  amount  of  funding  recommended  -  are  found  in  the  individual  project  descriptions  in  Part  8. 
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RANK    -    APPLICANT*RITIES) 

Sf9: 
Maintains 

ax  base 

#10: 

Has  strong 

community 

support 

TOTAL 
(5,500 
possible 
points) 

1 .    HILL  COUNTY  (WATI 

A  100 

B  100 

4925 

2.    E.  GLACIER  (WATER] 

AA  150 

A  50 

4800 

3.    LEWISTOWN  (WATEI 

AA  150 

A  50 

4475 

4.   TROY  (SEWER)     * 

A  100 

AA75 

4425 

5.    CONRAD  (WATER) 

AA  150 

AA75 

4425 

6.   WHITEHALL  (WATER 

A  100 

B  100 

4425 

7.    SEELEY  LAKE  (WATE 

A  100 

A  50 

4300 

8.    HAMILTON  (SEWER) 

AA  150 

A  50 

4275 

9.    GARDINER  (WATER) 

AA  150 

B  100 

4250 

10.  KALISPELL  (WATER) 

AA  150 

A  50 

4225 

1 1 .  DILLON  (SEWER) 

A  100 

AA75 

4175 

12.  THOMPSON  FALLS 

A  100 

BA25 

4125 

13.  BUTTE  (SEWER) 

A  100 

BA25 

4050 

14.  BEAVERHEAD  (BRID 

AA  150 

AA75 

3725 

15.  POWELL  (BRIDGE) 

A  100 

AA75 

3700 

16.  FAIRVIEW  (WATER) 

A  100 

A  50 

3325 

17.  HYSHAM  (SEWER) 

A  100 

A  50 

2750 

18.  HAVRE  (WATER) 

A  100 

B  100 

2650 

19.  CHESTER  (SEWER) 

A  100 

AA75 

2125 

20.  DAWSON  (BRIDGE) 

A  100 

A  50 

1625 

21.  RICHLAND  COUNTY 
<eV:  B  =  Best — AA~^"AU    1 /5/95  updated 
•Troy,  Conrad,  and  Whitee  funds. 
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RANK  -  APPLICANT 


1995  APPLICATIONS:  SCORES  ON  STAGE  1  OF  RANKING  (10  STATUTORY  PRIORITIES) 


#1: 

Solves 

urgent 

health/ 

safety 

problem 


#2: 

Meets 

health/ 

safety 

standards 


#3: 

Provides 

cost 

effective 

technical 

design 


#4: 

Benefits 

public 

compared 

to  dollar 

request 


#5: 

Reflects 

greater 

financial 

need 


#6: 

Obtains  funds 
from  other 
sources 


#7: 

Provides 

long-term, 

fulltime  jobs 

for 

Montanans 


#8: 

Allows 
expansion  of 
business 


#9: 

Maintains 
tax  base 


#10: 

Has  strong 

community 

support 


1 .    HILL  COUNTY  (WATER) 


B  1000 


B900 


B800 


B700 


B600 


AA375 


A  200 


A  150 


A  100 


B  100 


2.    E.  GLACIER  (WATER) 


B  1000 


B900 


B800 


B700 


A  300 


AA  375 


AA300 


AA225 


AA  150 


A  50 


3.    LEWISTOWN  (WATER) 


AA  750 


AA  675 


B800 


B700 


AA  450 


AA375 


AA300 


AA  225 


AA  150 


A  50 


4.   TROY  (SEWER) 


B  1000 


AA  675 


AA  600 


B700 


AA  450 


AA  375 


AA300 


A  150 


A  100 


AA75 


5.   CONRAD  (WATER)    * 


B  1000 


B900 


B800 


AA  525 


BA  150 


AA375 


AA  300 


A  150 


AA  150 


AA75 


6.   WHITEHALL  (WATER)    * 


AA  750 


AA675 


B800 


B700 


AA  450 


B500 


A  200 


A  150 


A  100 


B  100 


7.    SEELEY  LAKE  (WATER) 


B  1000 


B900 


A  400 


AA  525 


B600 


AA375 


A  200 


A  150 


A  100 


A  50 


8.    HAMILTON  (SEWER) 


A  500 


A  450 


B800 


B700 


B600 


B  500 


AA  300 


AA225 


AA  150 


A  50 


9.   GARDINER  (WATER) 


B  1000 


AA  675 


AA  600 


AA  525 


A  300 


AA  375 


AA300 


AA225 


AA  150 


B  100 


10.  KALISPELL  (WATER) 


B  1000 


AA  675 


AA  600 


AA  525 


AA  450 


A  250 


AA  300 


AA225 


AA  150 


A  50 


1 1 .  DILLON  (SEWER) 


AA750 


B900 


B800 


AA  525 


A  300 


AA  375 


A  200 


A  150 


A  100 


AA75 


12.  THOMPSON  FALLS  (SEWER) 


B  1000 


AA  675 


AA  600 


AA  525 


B600 


A  250 


A  200 


A  150 


A  100 


BA25 


13.  BUTTE  (SEWER) 


AA  750 


B900 


AA  600 


A  350 


B600 


AA375 


A  200 


A  150 


A  100 


BA  25 


14.  BEAVERHEAD  (BRIDGE) 


B  1000 


AA  675 


AA  600 


AA  525 


BA  150 


AA375 


BA  100 


BA     75 


AA  150 


AA75 


15.  POWELL  (BRIDGE) 


AA  750 


A  450 


B800 


AA  525 


BA  150 


B500 


A  200 


A  150 


A  100 


AA75 


16.  FAIRVIEW  (WATER) 


A  500 


BA  225 


AA  600 


AA  525 


B600 


AA  375 


A  200 


A  150 


A  100 


A  50 


17.  HYSHAM  (SEWER) 


A  500 


A  450 


A  400 


A  350 


A  300 


A  250 


A  200 


A  150 


A  100 


A  50 


18.  HAVRE  (WATER) 


BA  250 


BA  225 


AA  600 


A  350 


A  300 


AA  375 


A  200 


A  150 


A  100 


B  100 


19.  CHESTER  (SEWER) 


BA  250 


BA  225 


A  400 


BA  175 


A  300 


A  250 


A  200 


A  150 


A  100 


AA75 


20.  DAWSON  (BRIDGE) 


BA  250 


BA225 


BA  200 


BA  175 


BA  150 


BA  125 


A  200 


A  150 


A  100 


A  50 


21 .  RICHLAND  COUNTY  (DAM) 


ey:  B  =  Best      AA  =  Above  Average 
•Troy,  Conrad,  and  Whitehall  are  "tied" 


Ineligible  project  under  90-6-701,   MCA;  thus,  application  not  subject  to  ranking. 


A  =  Average      BA  =  Below  Average 
with  4,425  points  each.   Their  order  (4,  5,  6)  is  not  significant  since  funding  projections 


l:\tsep\rnksumd)    1/5/95  updated 
show  all  three  would  receive  funds. 
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ter 

Monthly 

Combined  Water 

And  Sewer 

Variance  From      Rates  with      Variance  From 

Target  Rates  Proposed  TSEP  Target  Rates 

%         $          Assistance        %         $ 

01/09/95 
12:29  PM 

Additional 

Debt 
Capacity 

(After 
Allowance) 

500,000 

Hill  County  Water  tf        181% 

30  55 

68.36 

181% 

30.56 

(3,606,570] 

806,555 

E.  Glacier  Wtr.  &  Se 81% 

-8.96 

37.40 

81% 

•8-96 

(249,8261 

1,306.555 

Lewistown 

109% 

297 

36.88 

109% 

2.97    ; 

(2,682,239] 

1,806,555 

Troy                          t 

113% 

3.85 

33.98 

113% 

S.B5 

(812,941] 

1,986,555 

Conrad 

82% 

-7.44 

34.22 

82% 

-7.44 

(124,380) 

2,486,555 

Whitehall 

101% 

0.47 

33.21 

101% 

0.47 

(524,330) 

2.950,919  iSeeley  Lake  Water  f 

97% 

-1.19 

35.02 

97% 

•1.19 

(452,277] 

3,088,551 

Hamilton 

104% 

1.01 

25.82 

104% 

1.01 

(1,114,180) 

3,388,551 

Gardiner  Water  Dist 

97% 

-1  44 

41.69 

97% 

-1.44 

(433,195] 

Kalispell  -  Water 

77% 

-7.52 

26.11 

79% 

-7.09 

1 ,673,059 

Dillon 

48% 

-17.17 

17.88 

64% 

-1435 

2,135,049 

3,789,195 

Thompson  Falls            j110% 

3.32 

36.03 

110% 

3.32 

(568,398] 

3304,646 

Butte  Silver  Bow     |       152% 

18.35 

54.18 

153% 

18.73 

(26,127,013] 

Butte  Silver  Bow  -  ren 

- 

Beaverhead  County 

N/A 

N/A 

N/A 

N/A 

N/A    i        N/A 

Powell  County 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

Fairview 

151% 

15  60 

45.97 

151% 

16.60 

(1 ,204,970] 

Hysham 

143% 

13.43 

44.97 

143% 

13.43 

(840,410 

Havre 

95% 

-1.96 

41.93 

98% 

-0J4 

(1,200,454] 

Chester 

115% 

5.79 

45.44 

121% 

8.00 

(748,043' 

Dawson  County 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

1     Allowed  additional  del 


2  Median  Household  Inc 

3  Annual  target  rate  for 

4  Indicates  the  amount  c 
N/A  ■  Project  is  not  subjec 
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TSEP  Financial  Gap  Analysis  Chart 

Stage  Two  of  Ranking  Applications 

(Target  Rate  Analysis  Based  on  90%  Combined  Water  and  Sewer  Target  Rates  per  Household) 

Adjusted  by  No.  of  Households  to  Allow  Additional  Debt  Capacity  1 


Utility 


Competitive 
Ranking 
Score 


Amount 
Requested 


Proposed 
Award 


90.00%  Monthly 

Target  Existing  Combined  Water 

Monthly  Monthly  And  Sewer 

Rates  -  Combined  Water  Variance  From      Rates  with      Variance  From 
Combined  Water         And  Sewer         Target  Rates        No  TSEP        Target  Rates 
And  Sewer      3  Rates  %  $  Assistance        %  $ 


Proposed 
Monthly 
Combined  Water 
And  Sewer 
Rates  with 
Full  TSEP 
Assistance 


01/09/95 
12:29  PM 


Monthly 

Combined  Water  Additional 
And  Sewer  Debt 

Variance  From      Rates  with     Variance  From     Capacity 
Target  Rates  Proposed  TSEP  Target  Rates        (After 

%  $  Assistance        %  $  Allowance) 


600,000 


Hill  County  Water  District 


600,000 


37  81 


57.20 


151% 


19.39 


74.17 


196% 


36  36 


68.36 


181% 


30  55 


68.36 


181% 


30.56       (3,606,5701 


E.  Glacier  Wtr.  &  Sewer  Dist. 


■8.96 


(249,826) 


1.306,565 


Lewistowrt 


2.97    |    (2,682,239) 


Troy 


600,000 


1.86 


(812,941) 


1,986,555 


Conrad 


-7.4 


(124,380 


2,486,555  jWhitehall 


600,000 


047 


(524,330) 


2,950,919  Seeley  Lake  Water  District 


•1.19  (452.277) 


3,088,551 


Hamilton 


1,01        (1,114,1801 


3,388,551 


Gardiner  Water  District 


25,923 


Kalispell  -  Water 


270,000 


43.13 
33.20 


-1.44 


-7.09 


(433.195) 


1.673,059 


Dillon 


407^500 


2.135.0491 


Thompson  Falls 


(568,398) 


3304,646 


Butte  Silver  Bow 


500,000 


15,451 


(26,127,0131 


Butte  Silver  Bow  -  remainder 


Beaverhead  County 


Bridge 


N/A 


Powell  County 


Bridge 


Fairview 


18,250 


(1 ,204,970) 


Hysham 


127,500 


127,500 


18.958 


(840,4101 


Havre 


(1,200,454) 


Chester 


95,350 


(748,043) 


Dawson  County 


Bridge 


500,000 


6,763,879     4,991,029 


1  Allowed  additional  debt  capacity  by  no  ot  households  Less  Than  500 

501  to  1.500 
1,501  to  3.000 
3.001  to  5.000 
More  Than  5000 

2  Median  Household  Income  as  determined  by  1990  Census  data 

3  Annual  target  rate  for  water  systems  =  1  41%  ot  MHI.  target  rate  for  waste  water  systems  =  81%  of  MHI,  combined  target  rate  =  2  22%  of  MHI 

4  Indicates  the  amount  ot  award  applicant  would  receive  if  sufficient  funds  were  available 
N/A  -  Project  is  not  subject  to  target  rate  analysis 


$500,000 
$1,000,000 
$1,500,000 
$2,000,000 
$3,000,000 
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TSEP  GRANT  AWARD  SUMMARY  CHART 
1997  BIENNIUM  PROJECT  RECOMMENDATIONS 


Ranked               Applicant 

Project 
Type 

Grant 
Request 

Grant                        Cumulative 
Recommended       Grant  Totals 
For  Proaram 

1. 

Hill  County  Water  Dist. 

Water 

$500,000 

$500,000 

$    500,000 

2. 

East  Glacier  Wtr.  &  Sewer  Dist. 

Water 

306,555 

306,555 

806,555 

3. 

City  of  Lewistown 

Water 

500,000 

500,000 

1,306,555 

4. 

City  of  Troy* 

Sewer 

500,000 

500,000 

1,806,555 

5. 

City  of  Conrad* 

Water 

180,000 

180,000 

1,986,555 

6. 

City  of  Whitehall* 

Water 

500,000 

500,000 

2,486,555 

7. 

Seeley  Lake  Water  Dist. 

Water 

464,364 

464,364 

2,950,919 

8. 

City  of  Hamilton 

Sewer 

137,632 

137,632 

3,088,551 

9. 

Gardiner  Water  Dist. 

Water 

300,000 

300,000 

3,388,551 

10. 

City  of  Kalispell 

Water 

270,000 

0A 

0 

11. 

City  of  Dillon 

Sewer 

407,500 

0A 

0 

12. 

City  of  Thompson  Falls 

Sewer 

400,644 

400,644 

3,789,195 

13. 

Butte  Silver  Bow  Govt. 

Sewer 

500,000 

500,000B 

4,289,195 

14. 

Beaverhead  County 

Bridge 

23,000 

23,000B 

4,312,195 

15. 

Powell  County 

Bridge 

51,334 

51,334B 

4,363,529 

16. 

Town  of  Fairview 

Water 

500,000 

500,000B 

4,863,529 

17. 

Town  of  Hysham 

Sewer 

127,500 

127,500B 

4,991,029 

18. 

City  of  Havre 

Water 

500,000 

0C 

.... 

19. 

Town  of  Chester 

Sewer 

95,350 

0C 

.... 

20. 

Dawson  County 

Bridge 

500,000 

0C 

.... 

21. 

Richland  County 

(Ineligible  project  under  statute) 

Dam 

500,000 

0D 

TOTALS 

$7,190,680 

$4,991,029 

$4,991,029 

*  These  projects  are  "tied".    Their  order  (4,5,6)  is  not  significant  because  conservative  projections  indicate 
all  projects  would  be  funded. 

(A)  These  projects  are  not  recommended  for  grants  because,  based  on  the  Department's  financial 
assessment,  these  applicants  can  apparently  borrow  at  affordable  rates. 

(B)  Based  on  the  Department's  projection  of  $3,804,646  for  TSEP  grants  available  (most  precise  estimate 
as  of  10/29/94)  Butte  would  actually  receive  $15,451  and  there  would  be  insufficient  TSEP  revenues  to 
provide  any  funds  for  Beaverhead  County,  Powell  County,  Town  of  Fairview,  and  Town  of  Hysham. 
However,  TSEP  revenues  are  subject  to  change. 

(C)  These  projects  are  not  recommended  for  grants  at  this  time  due  to  feasibility  or  technical  issues. 

(D)  This  project  is  ineligible  under  the  TSEP  enabling  statute. 
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PART  8. 
1995  TSEP  APPLICATION  (PROJECT)  SUMMARIES 
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PROJECT  NO.  1 

HILL  COUNTY  WATER  DISTRICT 

APPLICANT: 

PROJECT  NAME:  Water  Treatment  System 

AMOUNT  OF  TSEP  REQUEST:  $     500,000  Grant 

OTHER  FUNDING  SOURCES:  $     250,000  Local  Funds 

$     295,000  DNRC  Loan 

Total  Other  $     545,000 

Total  Project  Costs  $1,045,000 

Percent  of  Local  Match  52.15% 

PROJECT  SUMMARY: 

This  project  calls  for  the  construction  of  a  conventional  water  treatment  system  to  filter  surface 
water  drawn  from  the  district's  primary  water  source,  Fresno  Reservoir.    In  response  to  new 
federal  regulations  which  require  treatment  of  surface  water  to  prevent  health  problems,  the 
project  is  designed  to  improve  the  water  storage  facilities  in  Kremlin  and  Hingham  and  construct  a 
water  filtration  and  disinfection  facility. 

OVERALL  RANKING  ON  10  STATUTORY  PRIORITIES  (90-6-710  (2)  MCA) 

The  application  received  4,925  points  out  of  5,500  points  possible.   The  application  ranks  1st  out 
of  21  applications. 

DOC  RECOMMENDATION  ON  FINANCIAL  ASSISTANCE  (90-6-710  (1)  MCA): 

1 .  The  Applicant  does  not  have  the  financial  capacity  to  borrow  the  funds  requested  (as  an 
alternative  to  receiving  a  TSEP  grant).   This  is  an  affordability  problem. 

2.  Without  the  TSEP  grant,  the  combined  water  and  wastewater   rates  charged  to  households 
would  be  196%  of  the  target  rate,  which  indicates  an  extreme  affordability  problem  for  the 
ratepayers. 

3.  Without  the  TSEP  grant,  the  individual  water  rate  charged  to  households  would  be  292%  of 
the  target  rate,  which  indicates  an  extreme  affordability  problem  for  the  ratepayers.   The 
Applicant's  proposed  rate  for  the  facility  to  be  assisted  (the  water  rate  in  this  case)  would  be  the 
second  highest  of  all  TSEP  applicants  based  on  target  rate  analysis. 

4.  Thus,  DOC  recommends  $500,000  in  TSEP  grant  funds  for  this  project. 

STAGE  ONE  OF  RANKING  -  RATIONALE  FOR  RANKING  ON  TEN  STATUTORY 
PRIORITIES 

PRIORITY  #1:  SOLVES  URGENT  HEALTH/SAFETY  PROBLEM 
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The  Montana  Department  of  Health  and  Environmental  Sciences  (DHES)  has  instructed  the 
Applicant  that  their  Fresno  water  supply  is  considered  a  surface  water  source.    Therefore,   the 
source  is  out  of  compliance  with  the  Environmental  Protection  Agency  (EPA)  surface  water 
treatment  rule.   The  water  supply  must  be  treated,  including  filtration  and  disinfection,  prior  to 
human  consumption.    Untreated  surface  water  is  assumed  to  pose  a  potential  and  significant 
health  threat.  The  problem  is  continual  and  chronic.  All  water  consumed  fails  to  meet  the  EPA 
standard.     The  DHES  has  told  the  Applicant  that  a  new  treatment  system  must  be  constructed  by 
Fall  of  1995.  The  only  reasonable  alternative  is  to  construct  a  new  water  treatment  plant.   The 
new  plant  would  improve  the  quality  of  the  water  and  meet  the  EPA  standards. 
RANKING:  BEST  RESPONSE  -  1000  POINTS  OUT  OF  1000  POINTS  POSSIBLE 

PRIORITY  #2:  MEETS  HEALTH/SAFETY  STANDARDS 

The  DHES  has  instructed  the  Applicant  that  their  Fresno  water  supply  is  considered  a  surface 
water  source,  thus,   the  source  is  out  of  compliance  with  the  EPA  surface  water  treatment  rule. 
The  water  supply  must  be  treated,  including  filtration  and  disinfection,  prior  to  human 
consumption.  Untreated  surface  water  is  assumed  to  pose  a  potential  significant  health  threat. 
The  DHES  has  told  the  Applicant  that  the  new  treatment  system  must  be  constructed  by  Fall  of 
1995.  This  regulatory  deadline  is  one  of  the  most  immediate  compared  to  all  the  TSEP 
applications  received.   The  violation  of  the  surface  water  treatment  rule  is  clearcut  and  absolute. 
The  proposed  treatment  plant  would  resolve  the  problem  and  bring  the  Applicant  into  compliance 
with  the  EPA  regulations  and  DHES  order. 
RANKING:    BEST  RESPONSE  -  900  POINTS  OUT  OF  900    POINTS  POSSIBLE 

PRIORITY  #3:  PROVIDES  COST  EFFECTIVE  TECHNICAL  DESIGN 

According  to  the  DOC  review  engineer,   the  project  has  been  sufficiently  analyzed  and  developed 
and  numerous  (six)  engineering  options  have  been  considered.    Compared  to  other  TSEP 
applications,  this  application  presented  a  superior  discussion  and  analysis  of  multiple  options. 
The  recommended  option,  the  Fresno  Reservoir  package  treatment  plant  option,  is  generally  very 
cost  affective  for  a  small  system  and,  through  pilot  testing,  can  be  tailored  to  meet  the  specific 
filtration  and  disinfection  requirement  of  the  water  source.  There  is  adequate  documentation  by 
the  Applicant  to  support  the  viability  of  the  option  proposed.  The  project  as  proposed  is  fully 
feasible  and  appears  to  be  cost  effective.   The  resulting  filtered  and  disinfected  treated  water  will 
meet  EPA's  Surface  Water  Treatment  rule.   The  system  already  has  water  Meters  installed. 
RANKING:  BEST  RESPONSE  -  800  POINTS  OUT  OF  800  POINTS  POSSIBLE 

PRIORITY  #4:  BENEFITS  PUBLIC  COMPARED  TO  DOLLAR  REQUEST 

In  ranking  this  priority,  the  magnitude  of  the  health  threat,  amount  of  funds  requested,  and  cost 
effective  nature  of  the  engineering  design  were  considered.  The  health  threat  is  considered  serious 
and  is  ranked  "best."    Untreated  drinking  water  is  a  continual  chronic  problem.  The  Applicant 
requests  the  maximum  amount  of  TSEP  grant  funds  available,  $500,000.  This  appears 
appropriate  given  the  absolute  nature  of  the  health  threat  and  the  large  geographic  area  the 
system  serves.  The  system  provides  water  to  71  7  households  stretching  from  just  west  of  Havre 
to  Joplin  along  U.S.  Highway  2.  The  large  service  area  includes  the  communities  of  Kremlin, 
Gilford,  Hingham,  Rudyard,  Inverness,   Joplin,  and  many  farms,  ranches,  and  rural  residences. 
Given  the  large  geographic  area,  the  $697  cost  per  household  of   TSEP  funds  appears  to  be  quite 
modest.  The  engineering  design  was  rated  "best."   The  Applicant  provided  a  superior  analysis  of 
engineering  options  and  support  for  the  option  chosen.  The  system  is  already  metered. 
RANKING:    BEST  RESPONSE-  700  POINTS  OUT  OF  700  POINTS  POSSIBLE 
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PRIORITY  #5:  REFLECTS  GREATER  FINANCIAL  NEED  (COMPETITIVE  RANKING 

INDICATORS): 

(Lower  ranking  indicates  greater  financial  need.  For  example,  ranking  1st  indicates  greatest 
financial  need;  ranking  21st  indicates  least  financial  need.) 

Indicator  1 .  Household  Economic  Condition: 

MHI  $        22,721 

%  Persons  at  or  below  LMI  38  % 

%  Persons  at  or  below  Poverty  10.66% 

Household  Economic  Condition  Ranking:     16th  in  the  field  of  21  applications 

Analysis  shows  that  the  median  income  of  the  district's  households  is  in  the  mid-range  (1  5th  of 
21 )  among  applicants  for  the  1  994-95  TSEP  financing  cycle  and  that  the  relative  concentration  of 
persons  living  at  or  below  the  levels  of  poverty  and  "low  and  moderate"  income  is  relatively  low 
(13th  and  18th  of  the  21  applicants).   This  combination  of  factors  impacting  the  economic 
condition  of  households  produces  a  rank  of  16th  of  the  21  applicants  for  the  first  competitive 
indicator. 

Indicator  2.  User  Charges  and  Taxes  %  MHI  (Affordability  Index): 

Avg.  Total  User  Charges  per  Household  $  861.12 

Avg.  Total  Taxes  per  Household  $  660.13 

Avg.  Residential  Value  $  51,346 
User  Charges  and  Taxes  %  MHI  Index  6.7  % 

User  Charges  and  Taxes  %  MHI  Ranking:     5th  in  the  field  of  21  applications 

Households  in  Hill  County  Water  District  are  subject  to  a  combination  of  property  taxes  levied  to 
support  school  districts  and  county  governments,  plus  user  charges  associated  with  utilities, 
representing  one  of  the  larger  total  amounts  among  applicants.   These  costs,  measured  against  a 
median  household  income  in  the  mid-range,  cause  the  district  to  rank  5th  among  21  applicants  in 
regard  to  the  second  indicator  -  total  local  government  costs  divided  by  median  household  income. 

Indicator  3.  Change  in  Financial  Need  w/o  Grant: 

Additional  Debt  w/o  Grant  $     500,000 

Number  of  Households  717 

Monthly  Debt  Service/HH  on  Added  Debt  $  5.59 

Change  Ranking:     9th  in  the  field  of  21  applications 

The  third  competitive  indicator,  the  change  in  financial  need,  is  a  measure  of  the  impact  that 
would  be  felt  if  it  were  necessary  for  the  local  government  to  borrow  the  grant  funds.    For  the 
$500,000 TSEP  grant  requested,  the  relatively  large  calculated  rate  increase  for  district 
households  produces  a  ranking  of  9th  of  21  applicants  for  this  measure. 

Overall  Competitive  Ranking:     7th  in  the  field  of  21  applications 
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RANKING:    BEST  RESPONSE  -  600       POINTS  OUT  OF  600  POINTS  POSSIBLE 

PRIORITY  #6:  OBTAINS  FUNDS  FROM  OTHER  SOURCES  • 

Other  sources  of  funds  that  will  be  used  for  the  project  include:  $295,000  DNRC  loan  and 
$250,000  in  Applicant's  (Water  District)  cash  reserve  funds.  The  DNRC  loan  is  not  committed,  it 
will  be  considered  by  the  1995  Legislature.     However,  DNRC  staff  have  recommended  the 
approval  of  the  loan.  Historically,  most  loan  requests  have  been  approved  by  the  Legislature.  The 
Applicant's  cash  reserves  are  formally  committed  and  available.   The  percentage  of   matching 
funds  to  be  provided  is  52.15%. 

RANKING:    ABOVE    AVERAGE  RESPONSE     -  375  POINTS  OUT  OF  500  POINTS 
POSSIBLE 

PRIORITY  #7:  PROVIDES  LONG-TERM,  FULL-TIME  JOBS  FOR  MONTANANS 

The  project  represents  a  general  infrastructure  improvement  and,  as  such,  does  not  directly  result 
in  the  creation  or  retention  of   long  term,  full-time  jobs  for  Montanans  at  the  present  time. 
RANKING:      AVERAGE  RESPONSE  -  200  POINTS  OUT  OF  400  POINTS  POSSIBLE 

PRIORITY  #8:  ALLOWS  EXPANSION  OF  BUSINESS 

The  project  represents  a  general  infrastructure  improvement  and,  as  such,  does  not  directly  result 
in  the  expansion  of  a  specific  business  at  the  present  time.   The  Applicant  states  that  the 
availability  of  good  drinking  water  is  vital  for  to  all  small  businesses  in  the  area. 
RANKING:     AVERAGE  RESPONSE  -  150  POINTS  OUT  OF  300  POINTS  POSSIBLE 


PRIORITY  #9:  MAINTAINS  TAX  BASE 

The  project  represents  a  general  infrastructure  improvement  and,  as  such,  does  not  directly  result 
in  an  increase  in  the  tax  base  at  the  present  time.  The  application  stated  that  the  project  will  meet 
the  need  for  potable  water  and  will  help  maintain  viable  communities.  Thus,  the  project  will 
protect  the  existing  tax  base  in  Hill  County  and  Liberty  County. 
RANKING:    AVERAGE    RESPONSE  -  100  POINTS  OUT  OF  200  POINTS  POSSIBLE 

PRIORITY  #10:         HAS  STRONG  COMMUNITY  SUPPORT 

The  Applicant  held  a  public  hearing.  The  hearing  was  advertised  in  two  different  newspapers. 
The  proposed  TSEP  application  was  specifically  mentioned  in  the  public  notice  for  the  hearing. 
There  was  a  large  turnout  (72  persons)  at  the  public  hearing.  The  proposed  cost  per  household, 
including  the  proposed  rate  increase,  was  discussed.  The  persons  attending  the  hearing  were 
asked  by  the  Water  District  Chairman  how  many  persons  were  in  favor  of  seeking  the  TSEP  grant. 
All  72  persons  attending  voted  in  favor  of  applying  for  the  grant.  There  was  no  opposition.  The 
Applicant's  minutes  were  detailed. 
RANKING:     BEST    RESPONSE  -  100  POINTS  OUT  OF  100  POINTS  POSSIBLE 

TOTAL  POINTS  ON  10  PRIORITIES:  4,925  POINTS  OUT  OF    5,500  POINTS  POSSIBLE 


STAGE  TWO  OF  RANKING  -  AFFORDABILITY  FACTORS  AND  FINANCIAL  GAP 
ANALYSIS: 


• 
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Using  data  provided  by  TSEP  applicants,  DOC  conducted  extensive  financial  affordability  and  gap 
analysis.   The  results  are  summarized  for  the  purpose  of  clarity.   The  following  conclusions  are 
based  on  a  very  conservative  analysis  of  the  variance  between  actual  and  target  rates  for  the 
combination  of  water  and  wastewater  systems  and  on  the  amount  of  additional  debt  capacity  that 
can  be  supported  by  that  variance.   The  combination  rate  for  the   water  and  wastewater  systems 
was  used  to  ensure  that  low  rates  in  one  system  would  not  ignore  high  rates  that  may  be  present 
in  the  other  system.   Also,  target  rate  levels  were  reduced  by  10  percent  and  the  final  estimate  of 
additional  debt  capacity  was  reduced  by  an  amount  ranging  from  $500,000 to  $3  million, 
depending  on  the  number  of  households  served  by  the  applicant,  to  provide  a  "financial  safety 
margin"  for  applicants. 

1 .  Instead  of  receiving  the  TSEP  grant,  does  the  Applicant  have  the  capacity  to  borrow  the 
funds  requested? 

No. 

2.  What  would  be  the  user  rates  for  the  Applicant's  combined  water  and  wastewater  systems 
as  a  percentage  of  target  rates  (assuming  full  TSEP  grant  assistance)? 

181  %  of  the  target  affordable  rate. 

3.  What  would  be  the  user  rates  for  the  Applicant's  combined  water  and  wastewater  systems 
as  a  percentage  of  target  rates  (assuming  no  TSEP  grant  assistance)  ? 

196%  of  the  target  affordable  rate. 
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• 


• 


PROJECT  NO.  2 

APPLICANT:  EAST  GLACIER  PARK  WATER  AND  SEWER  DISTRICT 

PROJECT  NAME:  Construction  of  Drinking  Water  Treatment  Facility 

AMOUNT  OF  TSEP  REQUEST:  $    306,555   Grant 

OTHER  FUNDING  SOURCES:  $     17,000    Local  Funds 

$  198,000   FmHA  Grant 

$  200,000   IHS  Grant 
$      25.905   DNRC  Grant 

Total  Other  $  440,905  (Changes  by  other  funding 

sources  updated  by  DOC) 

Total  Project  Costs  $  747,460 

Percent  of  Local  Match  58.99% 

PROJECT  SUMMARY: 

This  project  is  designed  to  satisfy  a  DHES  Administrative  Order  to  install  a  water  treatment  facility 
by  1996  and  to  allow  removal  of  a  DHES  Boil  Order  in  place  since  March  of  1994.  The  proposed 
project  will  rectify  Federal  Safe  Drinking  Water  Act  violations  with  regard  to  water  turbidity  and 
other  potential  health  hazards  threatening  the  400  residents  served  by  the  system  and  the 
estimated    2.1  million  annual  visitors  to  Glacier  National  Park,  many  of  whom  stop  in  East  Glacier. 

OVERALL  RANKING  ON  10  STATUTORY  PRIORITIES  (90-6-710  (2)  MCA): 

The  application  received  4,800  points  out  of  5,500  possible  points.   The  application  ranks  2nd  out 
of  21  applications. 

DOC  RECOMMENDATION  ON  FINANCIAL  ASSISTANCE  (90-6-710  (1)  MCA): 

1 .  The  Applicant  does  not  have  the  financial  capacity  to  borrow  the  funds  requested  (as  an 
alternative  to  receiving  a  TSEP  grant).   This  is  an  affordability  problem. 

2.  Without  the  TSEP  grant,  the  combined  water  and  wastewater  rates  charged  to  households 
would  be  104%  of  the  target  rate,  which  indicates  an  affordability  problem  for  the  ratepayers. 

3.  Without  the  TSEP  grant,  the  individual  water  rate  charged  to  households  would  be  120%  of 
the  target  rate,  which  indicates  a  serious  affordability  problem  for  the  ratepayers. 

4.  Thus,  DOC  recommends  $306,555  in  TSEP  grant  funds  for  this  project. 

STAGE  ONE  OF  RANKING  -  RATIONALE  FOR  RANKING  ON  TEN  STATUTORY 
PRIORITIES: 
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PRIORITY  #1:  SOLVES  URGENT  HEALTH/SAFETY  PROBLEM 

The  Applicant'  s  drinking  water  system  does  not  currently  provide  water  filtration  nor  water 
treatment  .  In  addition,  the  quality  of  the  existing  water  is  very  poor  as  it   has  high  turbidity.   The 
turbidity  of  the  water  is  so  bad  that  the  water  is  often  chocolate  colored.  According  to  the  DOC 
review  engineer,  the  potential  for  the  spread  of  bacteria  and  giardia  is  great.  There  is  also  a 
potential  for  the  existence  of  cryptosperiduium  in  the  water,   the  microorganism  which  caused 
widespread  illnesses  in  Milwaukee,  Wisconsin  in  1994.  The  DHES  has  issued  a  Boil  Order,  a 
mandate  which  requires  posting  of  the  order  at  all  water  faucets,  shutting  down  all  ice  making, 
and  boiling  all  water  before  drinking,  food  preparation,  or  dishwashing.   The  water  quality  problem 
is  chronic   and  continual.  All  water  consumed  by  the  public  does  not  meet  the  required  state  and 
federal  standards.     There  is  a  serious  health  threat  to  the  400  residents  of  the  water  district  and 
to  the  estimated  2.1  million  annual  visitors  to  Glacier  National  Park,  many  of  which  stop  in  East 
Glacier. 
RANKING:  BEST    RESPONSE  -  1000  POINTS  OUT  OF  1000  POINTS  POSSIBLE 

PRIORITY  #2:  MEETS  HEALTH/SAFETY  STANDARDS 

This  project  is  designed  to  satisfy  a  DHES  Administrative  Order  in  effect  since  March  of  1994,  to 
install  water  treatment  facilities  by  1996  in  order  to  correct  a  violation  of  the  EPA  Surface  Water 
Treatment  Rule,  which  the  Applicant   has  violated   since  June  of  1993.    In  addition,   the  DHES 
has  issued  a  mandatory  Boil  Order  which  requires  residents  to  boil  their  water  to  prevent  the 
potential  for  contracting  illnesses  or  diseases.  The  Applicant  clearly  is  subject  to  two  mandates 
(the  Surface  Water  Treatment  rule  and  the  Boil  Order).     According  to  the  DOC  review  engineer, 
the  potential  for  the  spread  of  bacteria  and  giardia  cysts  is  great  due  to  the  high  turbidity  of  the 
water  and  the  lack  of  water  filtration  and  treatment.   The  water  quality  problem  is  chronic  and 
continual.  All  water  consumed  by  the  public  does  not  meet  the  recommended  state  and  federal 
standards.      According  to  the  DOC  review  engineer,  the  proposed  project  would  thoroughly  solve 
the  problem. 
RANKING:      BEST    RESPONSE  -  900  POINTS  OUT  OF  900  POINTS  POSSIBLE 

PRIORITY  #3:  PROVIDES  COST  EFFECTIVE  TECHNICAL  DESIGN 

The  Applicant  proposes  to  install  a  packaged  treatment  plant.    A  pilot  study  will  be  conducted  in 
order  to  precisely  select  the    package  plant  operating  requirements  which  are  most  suited  to  the 
site  given  the  specific  water  quality  and  hydraulic  conditions.  According  to  the  DOC  review 
engineer,  the  project  appears  to  be  a  reasonably  complete  and  long  term  solution  to  the  problem. 
The  Applicant  has  conducted  substantial  preplanning  for  the  proposed  new  treatment  plant.   All 
major  permitting  and  financing  agencies  have  been  contacted.    Several  agencies  have  been 
working  on  this  project  with  the  Applicant  for  several  years.     The  water  system  is  already 
metered.  The  meters  are  relatively  new,  having  been  installed  in  1982.    In  addition,  since  the 
other  major  funding  agency   participating  with  this   project  (  Farmer's  Home  Administration) 
absolutely  requires  meters,  the  entire  system  will  be  reviewed  to  make  sure   it  is  fully  and 
appropriately  metered. 
RANKING:       BEST    RESPONSE  -  800  POINTS  OUT  OF  800  POINTS  POSSIBLE 

PRIORITY  #4:  BENEFITS  PUBLIC  COMPARED  TO  DOLLAR  REQUEST 

In  ranking  this  priority,  the  magnitude  of  the  health  threat,  amount  of  funds  requested,  and  cost 
effective  nature  of  the  design  were  considered.  The  magnitude  of  the  health  threat  is  great  and 
has  been  rated  a  "best."  The  Applicant  is  subject  to  two  regulatory  mandates  imposed  because 
of  the  severity  of  the  health  threat.  The  water  is  consumed  not  only  by  the  400  residents  served 
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by  this  system,  but  also  by  many  of  the  estimated  2.1  million  annual  visitors  to  Glacier  National 
Park  who  stop  in  East  Glacier.  The  Applicant  is  requesting    $306,555,  substantially  below  the 
$500,000  maximum.   This  is  a  modest  amount  given  the  magnitude  of  the  problem  and  the 
number  of  direct  and  indirect  consumers  of  the  water.   The  amount  of  TSEP  funds  is  $1 ,772  per 
household,  which  is  substantially  below  the  $5,000  maximum  per  household  ceiling  established  in 
the  TSEP  application  guidelines.   The    engineering  design  was  rated  a  "best."     Considerable 
preplanning  has  gone  into  this  project.     The  system  is  already  metered   and   the  current  metering 
system  will  be  comprehensively  reviewed. 
RANKING:      BEST    RESPONSE  -  700    POINTS  OUT  OF  700    POINTS  POSSIBLE 

PRIORITY  #5:  REFLECTS  GREATER  FINANCIAL  NEED  (COMPETITIVE  RANKING 

INDICATORS): 

(Lower  ranking  indicates  greater  financial  need.  For  example,  ranking  1st  indicates  greatest 
financial  need;  ranking  21st  indicates  least  financial  need.) 

Indicator  1.  Household  Economic  Condition: 

MHI  $      28,077 
%  Persons  at  or  below  LMI  21  % 

%  Persons  at  or  below  Poverty  3.4  % 

Household  Economic  Condition  Ranking:     21st  in  the  field  of  21  applications 

Analysis  for  East  Glacier  Park's  Drinking  Water  Treatment  Facilities  request  shows  that  the  median 
income  of  the  district's  households  is  the  highest  (21  st  of  21 )  among  applicants  for  the  1  994-95 
TSEP  financing  cycle  and  that  the  relative  concentration  of  persons  living  at  or  below  the  levels  of 
poverty  and  "low  and  moderate"  income  is  the  lowest  (21st  of  the  21  applicants  for  both 
measures).   This  combination  of  factors  impacting  the  economic  condition  of  households  produces 
a  rank  of  21st  of  the  21  applicants  for  the  first  competitive  indicator. 

Indicator  2.  User  Charges  and  Taxes  %  MHI  (Affordability  Index): 

Avg.  Total  User  Charges  per  Household  $  673.92 

Avg.  Total  Taxes  per  Household  $  605.12 

Avg.  Residential  Value  $  40,213 
User  Charges  and  Taxes  %  MHI  Index  4.56  % 

User  Charges  and  Taxes  %  MHI  Ranking:     1  7th  in  the  field  of  21  applications 

Households  in  East  Glacier  Park  Water  and  Sewer  District  are  subject  to  a  combination  of  property 
taxes  levied  to  support  school  districts  and  county  governments,  plus  user  charges  associated 
with  utilities,  representing  one  of  the  larger  total  amounts  among  applicants.   These  costs, 
measured  against  the  highest  median  household  income,  cause  the  district  to  rank  17th  among  21 
applicants  in  regard  to  the  second  indicator  -  total  local  government  costs  divided  by  median 
household  income. 

Indicator  3.  Change  in  Financial  Need  w/o  Grant: 

Additional  Debt  w/o  Grant  $     306,555 

Number  of  Households  173 

Monthly  Debt  Service/HH  on  Added  Debt  $        14.20 
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Change  Ranking:     5th  in  the  field  of  21  applications 

The  third  competitive  indicator,  the  change  in  financial  need,  is  a  measure  of  the  impact  that 
would  be  felt  if  it  were  necessary  for  the  local  government  to  borrow  the  grant  funds.    For  the 
$306,555  TSEP  grant  requested,  the  large  calculated  rate  increase  for  district  households 
produces  a  ranking  of  5th  of  21  applicants  for  this  measure. 

Overall  Competitive  Ranking:     20th  in  the  field  of  21  applications 

The  Application  is  ranked  20th  out  of  21  applications  on  the  competitive  ranking. 
This  would  appear  to  suggest  the  financial  need  is  low;  however,  there  are  affordablity  factors 
which  also  must  be   considered.   The  Applicant   currently  has  no  debt  capacity  and  cannot 
borrow  the  funds  necessary  to  resolve  this  severe  health  threat.     This  is  a  serious   affordablity 
problem.   In  addition,  the  proposed  water  rates  would  be  106.38%  of  the  target  rate,   which  is 
further  evidence  of  an  affordablity  problem.  Also,  the  proposed  combined  water  and  wastewater 
rate  would  be   quite  high  (92.  62%  of  the  target  rate)  ,  which  is   close  to  the  target  affordable 
rate  (100%).  The  Applicant  was  ranked  average  because  of  the  low  competitive  financial  rank  on 
the  one  hand,    balanced  by  the  severe  affordablity  problem  demonstrated  by  a  lack  of  debt 
capacity  and  high  proposed  rates  relative  to  the  target  affordable  rate,  on  the  other  hand. 
RANKING:      AVERAGE    RESPONSE  -  300  POINTS  OUT  OF  600  POINTS  POSSIBLE 

PRIORITY  #6:  OBTAINS  FUNDS  FROM  OTHER  SOURCES 

The  other  funds  that  will  be  used  for  this  project  include:  $17,000  local  funds;  $1  98,000  FmHA 

grant;  200,000  FmHA  loan;  $200,000  Indian  Health  Services  Grant  (IHS);   and  $25,905  DNRC 

grant.  This  Applicant  has  assembled  more  sources  of  funds  than  most  applicants.  All  sources  of 

funds  are  committed,  except   the  IHS  Grant.   The  percentage  of  matching  funds  to  be  provided  is 

58.99%. 

RANKING:      ABOVE  AVERAGE    RESPONSE  -  375  POINTS  OUT  OF  500    POINTS 

POSSIBLE 

PRIORITY  #7:  PROVIDES  LONG-TERM,  FULL-TIME  JOBS  FOR  MONTANANS 

The  Applicant  states  that  installing  water  treatment  and  providing  safe,  drinkable  water  is 
necessary  for  job  retention.  For  example,  the  owner  of  the  Mountain  Pine  Hotel  states  that  the 
welfare  of  12  employees  at  the  Motel  is  jeopardized  if  the  community  cannot  obtain  safe, 
drinkable  water.    Similarly,  the  owner  of  the  Glacier  Park  Trading  Company  states  that  unless  the 
water  meets  acceptable  standards  the  business  will  have  to  close.   This  would  mean  the  loss  of  at 
least  1 0  jobs  for  employees  and  an  unspecified  number  of  management  jobs. 
RANKING:      ABOVE  AVERAGE  RESPONSE  -  300  POINTS  OUT  OF  400  POINTS  POSSIBLE 

PRIORITY  #8:  ALLOWS  EXPANSION  OF  BUSINESS 

If  adequate  drinking  water  was  available,  a   developer  has  stated  his  intention  to  expand  a  motel 
by  75  new  rooms  and  to  build  a  new  car  wash,  convenience  store,  laundry,  and  recreation  vehicle 
dump  station.  The  application  did  not  provide  documentation  on  the  status  of  the  proposal  or  on 
the  degree  of  financial  commitment  from  the  developer.  Because  the  community  is  heavily 
dependent  on   tourism,  given  its  location  near  the   boundary  of  Glacier  National  Park,   the 
development  of  a  safe  drinking  water  system  would  provide  the  necessary  infrastructure  for  future 
tourist  related  facilities  and  development. 
RANKING:      ABOVE  AVERAGE  RESPONSE  -  225  POINTS  OUT  OF  300  POINTS  POSSIBLE 
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PRIORITY  #9:  MAINTAINS  TAX  BASE 

Compared  to  other  applicants,   this  Applicant  provided  greater  evidence  that  the  water  system 
project  would  clearly  help  maintain  and  even  expand  the  tax  base.  Two  businesses  have 
documented  that  they  would  close  if  the  water  system  was  not  fixed.  This  would  reduce  the 
taxable  valuation  of  property  in  the  area.    In  addition,  a  developer  has  stated  that  he  is  interested 
in  expanding  a  motel,  building  a  convenience  store,  car  wash,  and  other  facilities,  if  suitable  water 
was  available.    In  addition,  a  realtor  has  not  been  able  to  obtain  the  required  approval  to  build  a 
new  subdivision  because  adequate  water  is  not  available.  If   the  water  system  were  brought  up  to 
standards,   this  new  development  would  add  to  the  tax  base.   The  Applicant  did  consider 
privatization  of  the  water  system,  but  states  that  there  are  no  feasible  private  sector  alternatives 
to  the  current  government  owned  and  managed  water  system. 
RANKING:  ABOVE  AVERAGE    RESPONSE  -  150  POINTS  OUT  OF  200  POINTS  POSSIBLE 

PRIORITY  #10:         HAS  STRONG  COMMUNITY  SUPPORT 

The  Applicant  held  two  public  hearings  regarding  the  water  system  project  in  July  and  August  of 
1993.     Legal  notices  of  the  hearings  were  published.     The  notices  did  not  mention  the  TSEP 
program.    Minutes   of  the  hearings  were  included  in  the  application.   The  need  to  increase  water 
fees  was  discussed;  however,  the  specific  fees  which  would  result  from  TSEP  participation  in 
funding  the  project  were  not  documented.    General  information  on  proposed  water  rate  increases 
was  provided.  The  application  contained  letters  from  three  business  owners  pledging  their  support 
for  the  project. 
RANKING:    AVERAGE    RESPONSE  -  50  POINTS  OUT  OF  100  POINTS  POSSIBLE 

TOTAL  POINTS  ON  10  PRIORITIES:  4,800  POINTS  OUT  OF  5,500  POINTS  POSSIBLE 

STAGE  TWO  OF  RANKING  -  AFFORDABILITY  FACTORS  AND  FINANCIAL  GAP 
ANALYSIS: 

Using  data  provided  by  TSEP  applicants,  DOC  conducted  extensive  financial  affordability 
and  gap  analysis.    The  results  are  summarized  for  the  purpose  of  clarity.    The  following 
conclusions  are  based  on  a  very  conservative  analysis  of  the  variance  between  actual  and 
target  rates  for  the  combination  of  water  and  wastewater  systems  and  on  the  amount  of 
additional  debt  capacity  that  can  be  supported  by  that  variance.    The  combination  rate  for 
the   water  and  wastewater  systems  was  used  to  ensure  that  low  rates  in  one  system 
would  not  ignore  high  rates  that  may  be  present  in  the  other  system.    Also,  target  rate 
levels  were  reduced  by  10  percent  and  the  final  estimate  of  additional  debt  capacity  was 
reduced  by  an  amount  ranging  from  $500,000  to  $3  million,    depending  on  the  number  of 
households  served  by  the  applicant,  to  provide  a  "financial  safety  margin"  for  applicants. 

1.  Instead  of  receiving  the  TSEP  grant,  does  the  Applicant  have  the  capacity  to  borrow 
the  funds  requested? 

No. 

2.  What  would  be  the  user  rates  for  the  Applicant's  combined  water  and  wastewater 
systems  as  a  percentage  of  target  rates  (assuming  full  TSEP  grant  assistance)? 

81  %  of  the  target  affordable  rate. 

3.  What  would  be  the  user  rates  for  the  Applicant's  combined  water  and  wastewater 
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systems  as  a  percentage  of  target  rates  (assuming  no  TSEP  grant  assistant)  ? 
104%  of  the  target  affordable  rate. 


' 
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PROJECT  NO.  3 

APPLICANT:  CITY  OF  LEWISTOWN 

PROJECT  NAME:  Water  System  Improvements 

AMOUNT  OF  TSEP  REQUEST:  $    500,000   Grant 

OTHER  FUNDING  SOURCES:  $      88,000  Local  Funds 

$      50,000  DNRC  Grant 
$     400,000  1995  CDBG  Application 
$8,008,000  FmHA  Loan 
Total  Other  $8,546,000  (Changes  by  other  funding 

sources  updated  by  DOC) 
Total  Project  Costs  $9,046,000 

Percent  of  Local  Match  94.47% 

PROJECT  SUMMARY: 

This  project  is  designed  to  make  improvements  on  Lewistown's  water  system  with  regard  to 
removal  and  replacement  of  two  transmission  mains  which  are  leaking  badly,  several  undersized 
distribution  mains  which  do  not  allow  adequate  pressure  for  fire  flows  and  numerous  broken 
and/or  closed  valves.   The  project  also  calls  for  the  construction  of  a  new  storage  tank  to  provide 
gravity  fed  storage  to  the  upper  pressure  zone  in  the  system. 

OVERALL  RANKING  ON  10  STATUTORY  PRIORITIES  (90-6-710  (2)  MCA): 

The  project  received  4,475  points  out  of  5,500  total  possible  points.   The  project  ranks  3rd  out  of 
20  applications.    See  detailed  description  of  ranking. 

DOC  RECOMMENDATION  ON  FINANCIAL  ASSISTANCE  (90-6-710  (1)  MCA): 

1 .  The  Applicant  does  not  have  the  financial  capacity  to  borrow  the  funds  requested  (as  an 
alternative  to  receiving  a  TSEP  grant).   This  is  an  affordability  problem. 

2.  Without  the  TSEP  grant,  the  combined  water  and  wastewater  rate  charged  to  households 
would  be  1 13%  of  the  target  rate,  which  indicates  an  affordability  problem  for  the  ratepayers. 

3.  Thus,  DOC   recommends  $500,000  in  TSEP  grant  funds  for  this  project. 
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STAGE  ONE  OF  RANKING  -  RATIONALE  FOR  RANKING  ON  TEN  STATUTORY 
PRIORITIES 

PRIORITY  #1 :  SOLVES  URGENT  HEALTH/SAFETY  PROBLEM 

The  Applicant's  two  transmission  mains  which  transport  the  water  from  springs  located  six  miles 
away  are  at  least  54  years  old  and  are  leaking  badly,  resulting  in  a  loss  of  about  50  percent  of  the 
water  entering  the  mains.     Problems  relating  to  the  loss  of  water  include: 

critically  low  hydrant  flow  rates  at  the  Lewistown  Airport,  fairgrounds  and  the  Bonanza  Hills 

area  (in  addition,  only  one  main  serves  the  Bonanza  Hills  area);  and 

the  potential  for  negative  pressures  throughout  the  upper  zone  of  the  system  because  of  no 

upper  elevation  zone  storage. 

Some  additional  problems  with  the  system,  and  which  significantly  affect  the  flow  rate  at 
hydrants,  include: 

undersized  mains; 

numerous  fully  closed  or  partially  closed  valves.    More  than  50  valves  in  the  system  are 

broken  or  do  not  operate  correctly.    Many  valves  may  have  broken  in  the  closed  position;  and 

build-up  on  the  interior  of  the  pipes  which  reduces  the  flow. 

The  low  flow  rates  is  a  serious  safety  problem  if  a  fire  occurs.   There  is  also  the  potential  for  a 
serious  health  problem  if  negative  pressures  occur  which  can  result  in  infiltration  and 
contamination  of  the  water  line.   While  the  entire  community  is  affected  by  these  problems,  the 
Lewistown  Airport,  fairgrounds  and  the  Bonanza  Hills  area  are  especially  susceptible  to  being 
affected  by  these  deficiencies.   The  problem  related  to  water  loss  is  existing,  continual  and 
chronic,  with  the  side-affects  of  the  deficiencies  such  as  inadequate  fire  flow  or  infiltration  from 
negative  pressure  being  occasional  but  probable.    No  state  or  federal  agency  has  documented  the 
seriousness  of  the  deficiency. 

RANKING:      ABOVE  AVERAGE  RESPONSE  -  750  POINTS  OUT  OF  1000  POINTS 
POSSIBLE 

PRIORITY  #2:  MEETS  HEALTH/SAFETY  STANDARDS 

The  proposed  TSEP  project  is  not  necessary  to  comply  with  a  court  order  or  a  state  or  federal 
agency  directive.    No  current  state  or  federal  health  or  safety  standard  is  being  violated,  but  a 
new  federal  regulation  related  to  ground  water  disinfection  is  expected  to  become  final  in  '1997. 
The  current  conditions  of  the  system  will  result  in  the  system  needing  to  be  disinfected  or  be  in 
violation  of  the  standard.   The  proposed  project  will  allow  the  system  to  meet  the  standards 
necessary  to  avoid  disinfecting  the  water  under  the  regulations  expected  in  1997. 
RANKING:      ABOVE  AVERAGE  RESPONSE  -  675  POINTS  OUT  OF  900  POINTS  POSSIBLE 

PRIORITY  #3:  PROVIDES  COST  EFFECTIVE  TECHNICAL  DESIGN 

The  engineering  report  documents  several  options  related  to  the  existing,  as  well  as  the  future, 
requirements  of  the  system.     The  DOC  review  engineer  indicated  that  the  project  as  proposed  is 
fully  feasible  and  appears  to  be  cost  effective.    In  addition,  the  project  appears  to  thoroughly 
address  the  problem  and  provide  a  reasonably  complete  and  long-term  solution.   The  engineering 
report  documents  several  options  related  to  the  existing,  as  well  as  the  future,  requirements  of  the 
system.   The  report  compares  the  benefits  and  costs  of  each  option.    In  addition,  alternative 
water  sources  were  considered.   The  city  has  adopted  a  policy   to  convert  to  a  fully  metered 
system  over  time  and  is  in  the  process  of  doing  so.    All  commercial  water  services  are  presently 
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metered. 

RANKING:      BEST  RESPONSE  -  800  POINTS  OUT  OF  800  POINTS  POSSIBLE 

PRIORITY  #4:  BENEFITS  PUBLIC  COMPARED  TO  DOLLAR  REQUEST 

The  DOC  review  engineer  indicated  that  the  project  appears  to  thoroughly  address  the  problem 
and  provide  a  reasonably  complete  and  long-term  solution.     The  amount  of  TSEP  funds  requested 
is  $202. 10  per  household  based  on  2474  households.    If  the  number  of  services  is  substituted  for 
number  of  households,  the  figure  is  $187  per  service. 
RANKING:      BEST  RESPONSE  -  700  POINTS  OUT  OF  700  POINTS  POSSIBLE 

PRIORITY  #5:  REFLECTS  GREATER  FINANCIAL  NEED  (COMPETITIVE  RANKING 

INDICATORS): 

(Lower  ranking  indicates  greater  financial  need.  For  example,  ranking  1st  indicates  greatest 
financial  need;  ranking  21st  indicates  least  financial  need.) 

Indicator  1 .  Household  Economic  Condition: 

MHI  $        19,780 

%  Persons  at  or  below  LMI  42  % 

%  Persons  at  or  below  Poverty  1  6  % 

Household  Economic  Condition  Ranking:     6th  in  the  field  of  21  applications 

Analysis  for  Lewistown's  Water  System  Improvements  request  shows  that  the  median  income  of 
the  city's  households  is  relatively  low  (8th  lowest  of  21)  among  applicants  for  the  1994-95  TSEP 
financing  cycle  and  that  the  relative  concentration  of  persons  living  at  or  below  the  levels  of 
poverty  and  "low  and  moderate"  income  is  high  (6th  and  8th  of  the  21  applicants).   This 
combination  of  factors  impacting  the  economic  condition  of  households  produces  a  rank  of  6th  of 
the  21  applicants  for  the  first  competitive  indicator. 

Indicator  2.  User  Charges  and  Taxes  %  MHI  (Affordability  Index): 

Avg.  Total  User  Charges  per  Household  $  570.72 

Avg.  Total  Taxes  per  Household  $  625.27 

Avg.  Residential  Value  $  33,995 
User  Charges  and  Taxes  %  MHI  Index  6.05  % 

User  Charges  and  Taxes  %  MHI  Ranking:     8th  in  the  field  of  21  applications 

Households  in  the  City  of  Lewistown  are  subject  to  a  combination  of  property  taxes  levied  to 
support  school  districts  and  city  and  county  governments,  plus  user  charges  associated  with  city 
utilities,  representing  total  amounts  in  the  mid-range  among  applicants.   These  costs,  measured 
against  a  relatively  low  median  household  income,  cause  Lewistown  to  rank  8th  among  21 
applicants  in  regard  to  the  second  indicator  -  total  local  government  costs  divided  by  median 
household  income. 

Indicator  3.  Change  in  Financial  Need  w/o  Grant: 

Additional  Debt  w/o  Grant  $     500,000 

Number  of  Households  2,222 

Monthly  Debt  Service/HH  on  Added  Debt   $  1.80 

Change  Ranking:     12th  in  the  field  of  21  applications 
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The  third  competitive  indicator,  the  change  in  financial  need,  is  a  measure  of  the  impact  that 
would  be  felt  if  it  were  necessary  for  the  local  government  to  borrow  the  grant  funds.    For  the 
$500,000 TSEP  grant  requested,  the  calculated  rate  increase  for  Lewistown  households  is  in  the 
mid-range  and  produces  a  ranking  of  12th  of  21  applicants  for  this  measure. 

Overall  Competitive  Ranking:     9th  in  the  field  of  21  applications 
RANKING:      ABOVE  AVERAGE  RESPONSE  -  450  POINTS  OUT  OF  600  POINTS  POSSIBLE 

PRIORITY  #6:  OBTAINS  FUNDS  FROM  OTHER  SOURCES 

Other  funds  used  to  fund  this  project  include:  local  funds  $88,000,  FmHA  loan  $8,008,000, 
DNRC  grant  $50,000,  CDBG  grant  $400,000  (to  be  applied  for  in  1995).  This  project  will  be 
funded  with  approximately  94  percent  non-TSEP  funds.   The  proposed  project  will  leverage  $1 
TSEP  to  $1  8.09  non-TSEP  funds,  which  is  a  very  high  ratio  of  non-TSEP  funds.  Only  the  local 
funds  are  committed.   All  other  sources  are  uncommitted,  but  the  pre-application  for  the  FmHA 
loan  has  been  approved  and  the  full  application  is  being  prepared. 
RANKING:      ABOVE  AVERAGE  RESPONSE  -  375  POINTS  OUT  OF  500  POINTS  POSSIBLE 

PRIORITY  #7:  PROVIDES  LONG-TERM,  FULL-TIME  JOBS  FOR  MONTANANS 

This  project  represents  a  general  infrastructure  improvement  and  as  such  does  not  directly  result 
in  the  creation  or  retention  of  a  substantial  number  of  long-term,  full-time  jobs  for  Montanans. 
The  Applicant  did  discuss  the  ability  to  develop  an  industrial  park  at  the  airport.    However,  one  of 
the  crucial  reasons  this  project  has  not  moved  ahead  has  been  the  lack  of  water  to  the  site,  not 
only  to  serve  businesses,  but  to  provide  adequate  fire  protection  for  them.   The  Applicant  also 
discussed  a  steel  fabrication  business  that  wanted  to  relocate  but  was  not  able  to  since  an 
appropriate   building  was  not  available. 
RANKING:      ABOVE  AVERAGE  RESPONSE  -  300  POINTS  OUT  OF  400  POINTS  POSSIBLE 

PRIORITY  #8:  ALLOWS  EXPANSION  OF  BUSINESS 

This  project  is  part  of  a  general  infrastructure  improvement,  and  as  such  is  not  related  to  the 
expansion  of  a  business  that  has  a  high  potential  for  financial  success.   The  Applicant  did  discuss 
the  ability  to  develop  an  industrial  park  at  the  airport.    However,  one  of  the  crucial  reasons  this 
project  has  not  moved  ahead  has  been  the  lack  of  water  to  the  site,  not  only  to  serve  businesses, 
but  to  provide  adequate  fire  protection  for  them.   The  Applicant  also  discussed  a  steel  fabrication 
business  that  wanted  to  relocate  but  was  not  able  to  since  an  appropriate   building  was  not 
available. 
RANKING:      ABOVE  AVERAGE  RESPONSE  -  225  POINTS  OUT  OF  300  POINTS  POSSIBLE 

PRIORITY  #9:  MAINTAINS  TAX  BASE 

The  improvements  to  the  water  system  will  allow  the  city  to  expand  its  corporate  limits  thereby 

incorporating  the  Bonanza  Hills  area  which  is  a  major  growth  area  in  Lewistown. 

RANKING:      ABOVE  AVERAGE  RESPONSE  -  150  POINTS  OUT  OF  200  POINTS  POSSIBLE 

PRIORITY  #10:         HAS  STRONG  COMMUNITY  SUPPORT 

A  public  hearing  was  held  for  CDBG  but  not  for  TSEP.   Therefore,  there  was  no  mention  of  TSEP 
funds  or  how  TSEP  or  CDBG  funds  would  affect  rates.   The  meeting  was  well  publicized  including 
the  newspaper,  radio  announcements,   notification  letters,  and  publicity  posters.    A  needs 
assessment  was  conducted  and  the  projects  were  prioritized  at  the  public  hearing.   The  water 
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source  line  ranked  number  one  and  water  to  the  airport  ranked  number  three.   The  Applicant  did 

not  indicate  the  existence  of  a  capital  improvements  program. 

RANKING:      AVERAGE  RESPONSE  -  50  POINTS  OUT  OF  100  POINTS  POSSIBLE 

TOTAL  POINTS  ON  10  PRIORITIES:  4475  POINTS  OUT  OF  5,500  POINTS  POSSIBLE 

STAGE  TWO  OF  RANKING  -  AFFORDABILITY  FACTORS  AND  FINANCIAL  GAP 
ANALYSIS: 

Using  data  provided  by  TSEP  applicants,  DOC  conducted  extensive  financial  affordability  and  gap 
analysis.   The  results  are  summarized  for  the  purpose  of  clarity.   The  following  conclusions  are 
based  on  a  very  conservative  analysis  of  the  variance  between  actual  and  target  rates  for  the 
combination  of  water  and  wastewater  systems  and  on  the  amount  of  additional  debt  capacity  that 
can  be  supported  by  that  variance.   The  combination  rate  for  the   water  and  wastewater  systems 
was  used  to  ensure  that  low  rates  in  one  system  would  not  ignore  high  rates  that  may  be  present 
in  the  other  system.   Also,  target  rate  levels  were  reduced  by  10  percent  and  the  final  estimate  of 
additional  debt  capacity  was  reduced  by  an  amount  ranging  from  $500,000  to  $3  million, 
depending  on  the  number  of  households  served  by  the  applicant,  to  provide  a  "financial  safety 
margin"  for  applicants. 

1 .  Instead  of  receiving  the  TSEP  grant,  does  the  Applicant  have  the  capacity  to  borrow  the 
funds  requested? 

No. 

2.  What  would  be  the  user  rates  for  the  Applicant's  combined  water  and  wastewater  systems  as 
a  percentage  of  target  rates  (assuming  full  TSEP  grant  assistance)? 

109%  of  the  target  affordable  rate. 

3.  What  would  be  the  user  rates  for  the  Applicant's  combined  water  and  wastewater  systems  as 
a  percentage  of  target  rates  (assuming  no  TSEP  grant  assistance)  ? 

1 13%  of  the  target  affordable  rate. 
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PROJECT  NO.  4 
APPLICANT: 
PROJECT  NAME: 


CITY  OF  TROY 

Construction  of  Central  Wastewater  Treatment  Plant  and 
Sewer  System. 


AMOUNT  OF  TSEP  REQUEST: 
OTHER  FUNDING  SOURCES: 
Total  Other 
Total  Project  Costs 
Percent  of  Local  Match 
PROJECT  SUMMARY: 


$       500,000       Grant 

$         874,200      FmHA  Loan 
$     3.323.000      FmHA  Grant 
$      4,197,200       (Changes  by  other  funding 
sources  updated  by  DOC) 
$     4,697,200 

89.36% 


Troy  is  an  unsewered  municipality.    Many  of  the  existing  individual  septic  systems  are  failing. 
Many  of  the  septic  systems  are  substandard  and  threaten  public  health  and  ground  water  quality. 
Raw  sewage  periodically  surfaces  on  the  ground.   This  project  calls  for  the  construction  of  a 
central  sewer  and  wastewater  treatment  facility  to  replace  the  existing  septic  systems.    By 
constructing  an  aerated  lagoon  treatment  system  and  gravity  collection  sewer  system,  the 
proposed  project  will  insure  compliance  with  the  Clean  Water  Act  and  Montana's  Ground  Water 
Non-Degradation  Policy. 

OVERALL  RANKING  ON  10  STATUTORY  PRIORITIES  (90-6-710  (2)  MCA): 

The  application  received  4,425  points  out  of  5,500  possible  points.   The  application  ranks  4th  out 
of  21  applications. 

DOC  RECOMMENDATION  ON  FINANCIAL  ASSISTANCE  (90-6-710  (1)  MCA): 

1 .  The  Applicant  does  not  have  the  financial  capacity  to  borrow  the  funds  requested  (as  an 
alternative  to  receiving  a  TSEP  grant).   This  is  an  affordability  problem. 

2.  Without  the  TSEP  grant,  the  combined  water  and  wastewater  rates  charged  to  households 
would  be  133%  of  the  target  rate,  which  indicates  a  serious  affordability  problem  for  the 
ratepayers. 

3.  Without  the  TSEP  grant,  the  individual  wastewater  system  rates  charged  to  households  would 
be  274%  of  the  target  rate,  which  indicates  a  severe  affordability  problem  for  the  ratepayers. 

4.  Thus,  DOC  recommends  $500,000  in  TSEP  grant  funding  for  this  project. 
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STAGE  ONE  OF  RANKING  -  RATIONALE  FOR  RANKING  ON  TEN  STATUTORY 
PRIORITIES: 

PRIORITY  #1:  SOLVES  URGENT  HEALTH/SAFETY  PROBLEM  0 

Troy  is  one  of  Montana's  largest  communities  which  lacks  a  central  sewage  collection  and 
treatment  system.   The  entire  town  was  built  with  individual  on-site  septic  systems  serving 
individual  properties.    In  1981 ,  an  engineering  facilities  study  found  that  106  out  of  269 
households  identified  reported  problems  with  septic  systems.   Twenty-four  households  reported 
problems  with  sewage  surfacing.    Fifty-four  households  reported  they  only  had  dry  wells  and 
lacked  drainfields.   The  Montana  Department  of  Health  and  Environmental  Sciences  (DHES)  has 
stated  that  the  surfacing  of  sewage  at  numerous  failed  drainfields  in  the  town  is  an  urgent  and 
serious  health  concern  that  must  be  addressed.   The  application  stated  that  at  least  60  septic 
systems  have  failed  since  1980  and  the  County  Sanitarian  has  issued  replacement  permits  for 
these  systems.   The  Applicant's  engineer  states  that  on-site  treatment  using  new  septic  systems 
is  not  viable  due  to  problems  with  septic  systems,  lack  of  replacement  sites  for  failed  systems, 
low  phosphorus  absorption  capacity  of  the  soil,  and  unsuitable  soils  (soils  rated  "severe"  for 
septic  drainfields  by  the  Soil  Conservation  Service).    No  illness  or  disease  outbreaks   have  been 
documented.    However,  the  continual  problem  of  septic  system  failures  and  the  existence  of  raw 
sewage  surfacing  on  the  ground  indicates  serious  and  urgent  potential  health  problems.   These 
continual  problems  affect  the  entire  community. 
RANKING:  BEST    RESPONSE  -  1000  POINTS  OUT  OF  1000  POINTS  POSSIBLE 

PRIORITY  #2:  MEETS  HEALTH/SAFETY  STANDARDS 

The  project  is  necessary  to  assure  compliance  with  the  DHES  Non-Degradation  regulations.   The 

existing  individual  on-site  septic  systems  malfunction  and  raw  sewage  surfaces.   This  does  not 

meet  DHES  standards.   The  problem  is  continual,  chronic,  and  serious.    Currently,  the  Applicant  is       m 

not  subject  to  a  compliance  order  or  court  order. 

RANKING:      ABOVE  AVERAGE    RESPONSE  -  675    POINTS  OUT  OF  900  POINTS 

POSSIBLE 

PRIORITY  #3:  PROVIDES  COST  EFFECTIVE  TECHNICAL  DESIGN 

The  proposed  project,  construction  of  a  new  central  sewage  system,  would  thoroughly  address 

the  chronic  health  and  practical  problems  with  the  current  septic  systems.   The  project  would 

provide  a  long-term  solution.   According  to  the  DHES,  the  proposed  project  represents  an  above 

average  cost  effective  technical  design. 

RANKING:      ABOVE  AVERAGE  RESPONSE  -  600     POINTS  OUT  OF  800    POINTS 

POSSIBLE 

PRIORITY  #4:  BENEFITS  PUBLIC  COMPARED  TO  DOLLAR  REQUEST 

In  considering  this  priority,  the  magnitude  of  the  health  threat,  the  amount  of  funds  requested, 
and  the  cost  effective  nature  of  the  engineering  design  were  analyzed.   The  continual  health 
threat  is  serious  and  urgent  according  to  the  DHES,  meriting  a  "best"  score.    The  Applicant 
requests  a  $500,000  grant,  the  maximum  amount  allowed  under  the  TSEP  guidelines.    A  total  of 
$1 ,222  in  TSEP  funds  per  household  is  requested.   This  is  a  relatively  low  request  considering  the 
need  to  build  a  complete  new  central  sewage  system.   The  engineering  design  is  cost  effective, 
provides  a  long  term  solution,  and  was  rated  a  "best". 
RANKING:      BEST  RESPONSE  -  700  POINTS  OUT  OF  700    POINTS  POSSIBLE 
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PRIORITY  #5:  REFLECTS  GREATER  FINANCIAL  NEED  (COMPETITIVE  RANKING 

INDICATORS): 

(Lower  ranking  indicates  greater  financial  need.  For  example,  ranking  1st  indicates  greatest 
financial  need;  ranking  21st  indicates  least  financial  need.) 

Indicator  1 .  Household  Economic  Condition: 

MHI  $        18,107 

%  Persons  at  or  below  LMI  52  % 

%  Persons  at  or  below  Poverty  20.7  % 

Household  Economic  Condition  Ranking:     3rd  in  the  field  of  21  applications 

Analysis  for  Troy's  Sanitary  Sewer  Improvements  request  shows  that  the  median  income  of  the 
city's  households  is  low  (2nd  lowest  of  21 )  among  applicants  for  the  1  994-95  TSEP  financing 
cycle  and  that  the  relative  concentration  of  persons  living  at  or  below  the  levels  of  poverty  and 
"low  and  moderate"  income  is  quite  high  (2nd  and  3rd  of  the  21  applicants).   This  combination  of 
factors  impacting  the  economic  condition  of  households  produces  a  rank  of  3rd  of  the  21 
applicants  for  the  first  competitive  indicator 

Indicator  2.  User  Charges  and  Taxes  %  MHI  (Affordability  Index): 

Avg.  Total  User  Charges  per  Household  $  390.96 

Avg.  Total  Taxes  per  Household  $  550.74 

Avg.  Residential  Value  $  40,567 
User  Charges  and  Taxes  %  MHI  Index  5.2  % 

User  Charges  and  Taxes  %  MHI  Ranking:     13th  in  the  field  of  21  applications 

Households  in  the  City  of  Troy  are  subject  to  a  combination  of  property  taxes  levied  to  support 
school  districts  and  city  and  county  governments,  plus  user  charges  associated  with  city  utilities, 
representing  one  of  the  smaller  total  amounts  among  applicants.   These  costs,  measured  against  a 
median  household  income  that  is  low,  cause  Troy  to  rank  13th  among  21  applicants  in  regard  to 
the  second  indicator  -  total  local  government  costs  divided  by  median  household  income. 

Indicator  3.  Change  in  Financial  Need  w/o  Grant: 

Additional  Debt  w/o  Grant  $     500,000 

Number  of  Households  409 

Monthly  Debt  Service/HH  on  Added  Debt   $  9.79 

Change  Ranking:     3rd  in  the  field  of  21  applications 

The  third  competitive  indicator,  the  change  in  financial  need,  is  a  measure  of  the  impact  that 
would  be  felt  if  it  were  necessary  for  the  local  government  to  borrow  the  grant  funds.    For  the 
$500,000  TSEP  grant  requested,  the  large  proposed  rate  increase  for  Troy  households  produces  a 
ranking  of  3rd  of  21  applicants  for  this  measure. 

Overall  Competitive  Ranking:     8th  in  the  field  of  21  applications 
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RANKING:      ABOVE  AVERAGE  RESPONSE  -  450      POINTS  OUT  OF  600  POINTS 
POSSIBLE 

PRIORITY  #6:  OBTAINS  FUNDS  FROM  OTHER  SOURCES 

The  Applicant  proposes  to  match  TSEP  funds  with  a  $874,200  Farmers  Home  Administration 

(FmHA)  loan  and  a  $3,323,000  FmHA  grant.    The  percentage  of  matching  funds  is  89.36%.    The 

matching  funds  are  partially  committed.   The  FmHA  has  approved  a  preapplication  for  the  grant 

and  loan. 

RANKING:      ABOVE  AVERAGE  RESPONSE  -  375      POINTS  OUT  OF  500  POINTS 

POSSIBLE 

PRIORITY  #7:  PROVIDES  LONG-TERM,  FULL-TIME  JOBS  FOR  MONTANANS 

The  need  to  hire  qualified  personnel  to  operate  the  new  wastewater  treatment  plant  will  directly 
create  1-1/2  to  2-1/2  long-term,  full-time  jobs.   The  number  of  jobs  to  be  created  are  reasonable, 
given  the  size  of  the  community  and  complexity  of  the  new  wastewater  system. 
RANKING:      ABOVE  AVERAGE  RESPONSE  -  300  POINTS  OUT  OF  400  POINTS  POSSIBLE 

PRIORITY  #8:  ALLOWS  EXPANSION  OF  BUSINESS 

This  project  represents  a  general  infrastructure  improvement  and,  as  such,  does  not  directly  result 

in  the  expansion  of  a  specific  business  at  the  present  time. 

RANKING:      AVERAGE  RESPONSE  -  150  POINTS  OUT  OF  300  POINTS  POSSIBLE 

PRIORITY  #9:  MAINTAINS  TAX  BASE 

This  project  represents  a  general  infrastructure  improvement  and,  as  such,  does  not  result  in  a 
specific  increase  in  taxable  valuation  at  the  present  time.    By  constructing  an  adequate 
wastewater  system,  the  community  would  facilitate  future  residential  and  commercial 
development.      Replacement  of  failed  septic  systems  with  a  new  central  sewage  system  could 
potentially  improve  the  value  of  existing  properties;  however,  the  application  lacked 
documentation  on  this  issue.   The  Applicant  stated  that  the  potential  for  privatization  of  the  new 
wastewater  system  was  not  applicable. 
RANKING.      AVERAGE  RESPONSE  -  100         POINTS  OUT  OF  200  POINTS  POSSIBLE 

PRIORITY  #10:         HAS  STRONG  COMMUNITY  SUPPORT 

The  Applicant  held  a  public  meeting  in  January  of  1  994  and  two  public  hearings  (one  in  April  and 
one  in  June  of  1994).   About  one  hundred  and  twenty  persons  attended  the  meeting  in  January. 
The  Applicant  mailed  a  newsletter  to  residents  in  January  which  discussed  the  proposed 
wastewater  project.     Legal  notices  for  the  hearings  were  published  in  the  newspaper.    The  TSEP 
Program  was  not  mentioned  in  the  legal  notices.    Twenty-five  persons  attended  the  April  public 
hearing  and  detailed  minutes  were  provided.     A  public  opinion  survey  was  conducted  in  1992, 
but  the  application  lacked  documentation  on  the  methodology,  questions,  and  results  (including 
the  relationship  to  the  proposed  wastewater  system).   A  few  general  comments  made  at  the  April 
public  hearing  suggest  that  survey  respondents  apparently  supported  the  concept  of  a  new 
wastewater  system.   There  was  no  written  documentation  that  the  actual  proposed  rate  increase, 
due  to  the  proposed  TSEP  funding  and  matching  funds,  was  discussed  with  the  public  at  the  April 
or  June  public  hearings.    However,  general  (non-TSEP)  information  on  the  rate  increase  was 
published  in  a  newspaper  article  in  January.    There  were  no  minutes  or  documentation  provided  in 
the  application  regarding  the  June  public  hearing,  the  hearing  in  which  the  details  on  the  TSEP 
application  were  to  be  provided  to  the  public. 
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RANKING:      ABOVE  AVERAGE  RESPONSE  -  75  POINTS  OUT  OF  100  POINTS  POSSIBLE 

TOTAL  POINTS  ON  10  PRIORITIES:  4,425  POINTS  OUT  OF  5,500  POINTS  POSSIBLE 

STAGE  TWO  OF  RANKING-  AFFORDABIHTY  FACTORS  AND  FINANCIAL  GAP 
ANALYSIS: 

Using  data  provided  by  TSEP  applicants,  DOC  conducted  extensive  financial  affordability  and  gap 
analysis.   The  results  are  summarized  for  the  purpose  of  clarity.   The  following  conclusions  are 
based  on  a  very  conservative  analysis  of  the  variance  between  actual  and  target  rates  for  the 
combination  of  water  and  wastewater  systems  and  on  the  amount  of  additional  debt  capacity  that 
can  be  supported  by  that  variance.   The  combination  rate  for  the   water  and  wastewater  systems 
was  used  to  ensure  that  low  rates  in  one  system  would  not  ignore  high  rates  that  may  be  present 
in  the  other  system.   Also,  target  rate  levels  were  reduced  by  10  percent  and  the  final  estimate  of 
additional  debt  capacity  was  reduced  by  an  amount  ranging  from  $500,000  to  $3  million, 
depending  on  the  number  of  households  served  by  the  applicant,  to  provide  a  "financial  safety 
margin"  for  applicants. 

1 .  Instead  of  receiving  the  TSEP  grant,  does  the  Applicant  have  the  capacity  to  borrow  the  funds 
requested? 

No. 

2.  What  would  be  the  user  rates  for  the  Applicant's  combined  water  and  wastewater  systems  as 
a  percentage  of  target  rates  (assuming  full  TSEP  grant  assistance)? 

113%  of  the  target  affordable  rate. 

3.  What  would  be  the  user  rates  for  the  Applicant's  combined  water  and  wastewater  systems  as 
a  percentage  of  target  rates  (assuming  no  TSEP  grant  assistance)  ? 

133%  of  the  target  affordable  rate. 
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PROJECT  NO.  5 
APPLICANT: 


CITY  OF  CONRAD 


PROJECT  NAME:  Water  System  Improvements 

AMOUNT  OF  TSEP  REQUEST:  $    180,000   Grant 


OTHER  FUNDING  SOURCES: 

Total  Other 
Total  Project  Costs 
Percent  of  Local  Match 
PROJECT  SUMMARY: 


$      76,500  Local  Funds 

$         3,500  Montana  Power  Company 

Grant 
$       50,000   DNRC  Grant 
$      50.000  DNRC  Loan 
$      1  80,000  (Changes  by  other  funding 

sources  updated  by  DOC) 
$     360,000 

50% 


This  project  is  intended  to  meet  the  water  system  regulatory  requirements  put  forth  by  the  DNRC 
and  National  Dam  Safety  Program  with  regard  to  the  manner  in  which  the  city  obtains  water  from 
its  outlet  conduit,  Lake  Francis  East  Dam.    In  violation  of  the  permit  between  the  state  and  owner, 
Pondera  County  Canal  and  Reservoir  Company,  pressurized  pipes  (intake  pipes  for  the  City's 
water  system)  are  being  used  within  the  earthf illed  dam.   The  proposed  improvements  would 
excavate,  relocate  or  replace  the  City's  water  intake  components  and  make  related  improvements 
to  the  City's  water  system.    Project  results  include  minimization  of  danger  to  downstream  life  and 
property  and  increased  reliability  of  the  city's  water  system. 

OVERALL  RANKING  ON  10  STATUTORY  PRIORITIES  (90-6-710  (2)  MCA): 

The  application  received  4,425  points  out  of  a  possible  5,500  points.  The  application  ranks  5th 
out  of  21  applications. 

DOC  RECOMMENDATION  ON  FINANCIAL  ASSISTANCE  (90-6-710  (1)  MCA): 

1 .  The  Applicant  does  not  have  the  financial  capacity  to  borrow  the  funds  requested  (as  an 

alternative  to  receiving  a  TSEP  grant).   This  is  an  affordability  problem. 

2.  Without  the  TSEP  grant,  the  combined  water  and  wastewater  rates  charged  to  households 
would  be  86%  of  the  target  rate,  which  would  suggest  the  Applicant  does  not  have  an 
affordability  problem  for  the  ratepayers  if  only  this  factor  is  considered.    However,  there  are 
other  factors  to  consider. 

3.  Without  the  TSEP  grant,  the  individual  water  rate  charged  to  households  would  be  101  %  of 

the  target  rate,  which  is  slightly  over  the  suggested  affordable  rate. 
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4.    Thus,  DOC  recommends  $1  80,000  in  TSEP  grant  funds  for  this  project. 

STAGE  ONE  OF  RANKING  -  RATIONALE  FOR  RANKING  ON  TEN  STATUTORY 
PRIORITIES  : 

PRIORITY  #1 :  SOLVES  URGENT  HEALTH/SAFETY  PROBLEM 

Based  on  inspections  of  the  Lake  Francis  East  Dam  in  the  1980's  by  a  consulting  engineering  firm 
for  the  U.S.  Corp  of  Engineers,  the  Lake  Francis  East  Dam  is  classified  as  having  a  High  (category 
1)  downstream  hazard  potential.  The  water  system  intake  project  is  required  to  comply  with 
mandated  improvements  in  accordance  with  the  National  Dam  Safety  Program  as  ordered  by  the 
Montana  Department  of  Natural  Resources  and  Conservation  (DNRC)  in  accordance  with  Public 
Law  92-367.   If  Conrad's  water  system  intake  problems  cause  the  Lake  Francis  Dam  to  fail,  not 
only  would  a  serious  threat  to  downstream  life  and  property  occur,  the  sole  water  supply  for  the 
City  of  Conrad  would  be  eliminated  resulting  in  a  serious  and  urgent  public  health  threat. 
RANKING:      BEST  RESPONSE  -  1000    POINTS  OUT  OF  1000  POINTS  POSSIBLE 

PRIORITY  #2:  MEETS  HEALTH/SAFETY  STANDARDS 

This  project  is  required  to  comply  with  mandated  improvements  in  accordance  with  the  National 
Dam  Safety  Program  as  ordered  by  the  DNRC  in  accordance  with  Public  Law  92-367.  The  DNRC 
has  issued  an  operating  permit  that  is  conditional  upon  the  City  of  Conrad's  water  system  outlet 
conduit  being  replaced  not  later  than  spring  of  1996. 
RANKING:      BEST  RESPONSE  -    900  POINTS  OUT  OF  900  POINTS    POSSIBLE 

PRIORITY  #3:  PROVIDES  COST  EFFECTIVE  TECHNICAL  DESIGN 

A  preliminary  engineering  study,  including  a  cost  estimate  of  the  alternatives,  was  included  in  the 
proposal.  According  to  the  DNRC's  Dam  Safety  Division,  the  recommended  solution  is  cost 
effective  and  based  on  sound  engineering  design  and  fundamental  construction  principles. 
RANKING:      BEST  RESPONSE  -    800  POINTS  OUT  OF  800  POINTS  POSSIBLE 

PRIORITY  #4:  BENEFITS  PUBLIC  COMPARED  TO  DOLLAR  REQUEST 

In  ranking  this  criterion,  the  magnitude  of  the  health  threat,  amount  of  funds  requested,  and  the 
cost  effective  nature  of  the  engineering  design  were  compared  and  analyzed.   The  present 
condition  of  the  dam  poses  a  Priority  1  safety  hazard  according  to  the  DNRC  Dam  Safety  Division. 
The  Applicant  is  requesting  a  $180,000  matching  grant  for  a  $360,000  dollar  project.  The  DOC 
review  engineer  and  the  DNRC  Dam  Safety  Division  concur  that  the  proposal  is  the  most  cost 
effective  alternative. 

RANKING:      ABOVE  AVERAGE  RESPONSE  -    525  POINTS  OUT  OF  700  POINTS 
POSSIBLE 

PRIORITY  #5:  REFLECTS  GREATER  FINANCIAL  NEED  (COMPETITIVE  RANKING 

INDICATORS): 

(Lower  ranking  indicates  greater  financial  need.  For  example,  ranking  1st  indicates  greatest 
financial  need;  ranking  21st  indicates  least  financial  need.) 

Indicator  1.  Household  Economic  Condition: 

MHI  $        25,039 

%  Persons  at  or  below  LMI  30  % 
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%  Persons  at  or  below  Poverty  8.9  % 

Household  Economic  Condition  Ranking:     19th  in  the  field  of  21  applications 

Analysis  for  Conrad's  Water  System  Improvements  request  shows  that  the  median  income  of  the 
city's  households  is  high  (18th  lowest  of  21)  among  applicants  for  the  1  994-95  TSEP  financing 
cycle  and  that  the  relative  concentration  of  persons  living  at  or  below  the  levels  of  poverty  and 
"low  and  moderate"  income  is  low  (19th  of  the  21  applicants  for  both  measures).   This 
combination  of  factors  impacting  the  economic  condition  of  households  produces  a  rank  of  19th 
of  the  21  applicants  for  the  first  competitive  indicator. 

Indicator  2.  User  Charges  and  Taxes  %  MHI  (Affordability  Index): 

Avg.  Total  User  Charges  per  Household  $  469.68 

Avg.  Total  Taxes  per  Household  $  674.49 

Avg.  Residential  Value  $  42,481 
User  Charges  and  Taxes  %  MHI  Index  4.57  % 

User  Charges  and  Taxes  %  MHI  Ranking:     16th  in  the  field  of  21  applications 

Households  in  the  City  of  Conrad  are  subject  to  a  combination  of  property  taxes  levied  to  support 
school  districts  and  city  and  county  governments,  plus  user  charges  associated  with  city  utilities, 
representing  total  amounts  in  the  mid-range  among  applicants.   These  costs,  measured  against  a 
high  median  household  income,  cause  Conrad  to  rank  16th  among  21  applicants  in  regard  to  the 
second  indicator   -   total  local  government  costs  divided  by  median  household  income. 

Indicator  3.  Change  in  Financial  Need  w/o  Grant: 

Additional  Debt  w/o  Grant  $     180,000 

Number  of  Households  989 

Monthly  Debt  Service/HH  on  Added  Debt   $  1.46 

Change  Ranking:     14th  in  the  field  of  21  applications 

The  third  competitive  indicator,  the  change  in  financial  need,  is  a  measure  of  the  impact  that 
would  be  felt  if  it  were  necessary  for  the  local  government  to  borrow  the  grant  funds.    For  the 
$180,000  TSEP  grant  requested,  the  calculated  rate  increase  for  Conrad  households  is  in  the 
mid-range  and  produces  a  ranking  of  14th  of  21  applicants  for  this  measure. 

Overall  Competitive  Ranking:     18th  in  the  field  of  21  applications 

RANKING:      BELOW  AVERAGE  RESPONSE  -  150  POINTS  OUT  OF  600  POINTS 
POSSIBLE 

PRIORITY  #6:  OBTAINS  FUNDS  FROM  OTHER  SOURCES 

The  Applicant  is  proposing  a  50%  match  of  a  $1  80,000  TSEP  grant.   The  Applicant  has 
committed  $76,500  of  local  dollars  and  has  applied  to  the  DNRC  Renewable  Resources  Program 
for  a  $100,  000  grant.  The  DNRC  grant  is  uncommitted;  however,  the  DNRC  staff  has 
recommended  that  the  1995  Legislature  approve  that  application  in  the  form  of  a  $50,000  grant 
and  $50,000  loan  package.  The  Applicant  has  also  secured  a  $3,500  dollar  grant  from  the 
Montana  Power  Company. 
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RANKING:      ABOVE  AVERAGE  RESPONSE  -    375  POINTS  OUT  OF  500  POINTS 
POSSIBLE 

PRIORITY  #7:  PROVIDES  LONG-TERM,  FULL-TIME  JOBS  FOR  MONTANANS 

A  failure  of  the   integrity  of  the  dam  would   result  in  the  complete  loss  of  the  water  supply  for  the 
entire  town  of  Conrad.    It  would  also  jeopardize  the  employment  of  a  substantial  number  of  farm 
workers  due  to  the  loss  of  irrigation  water  needed  for  crop  production. 
RANKING:      ABOVE  AVERAGE  RESPONSE  -  300  POINTS  OUT  OF  400  POINTS  POSSIBLE 

PRIORITY  #8:  ALLOWS  EXPANSION  OF  BUSINESS 

This  project  represents  a  general  infrastructure  improvement  and  does  not  directly  result  in  the 

immediate  expansion  of  a  specific  business. 

RANKING:      AVERAGE  RESPONSE  -  150  POINTS  OUT  OF  300  POINTS  POSSIBLE 

PRIORITY  #9:  MAINTAINS  TAX  BASE 

This  project  represents  a  general  infrastructure  improvement  and  does  not  provide  an  immediate 

enhancement  of  the  tax  base.  However,  the  project  would  prevent  the  loss  and  destruction  of 

property  which  would  result  in  the  reduction  of  the  tax  base 

RANKING:      ABOVE  AVERAGE  RESPONSE  -  150  POINTS  OUT  OF  200    POINTS 

POSSIBLE 

PRIORITY  #10:         HAS  STRONG  COMMUNITY  SUPPORT 

The  Applicant  has  documented  that  legal  notice  was  given  and  that  a  public  hearing  was  held.  A 
summary  of  the  minutes  documents  that  the  TSEP  grant  application  was  specifically  mentioned 
and  that  there  was  community  support  for  the  application. 
RANKING:      ABOVE  AVERAGE  RESPONSE  -  75  POINTS  OUT  OF  100  POSSIBLE 

TOTAL  POINTS  ON  10  PRIORITIES:  4,425  POINTS  OUT  OF  5,500  POINTS  POSSIBLE 

STAGE  TWO  OF  RANKING  -  AFFORDABILITY  FACTORS  AND  FINANCIAL  GAP 
ANALYSIS: 

Using  data  provided  by  TSEP  applicants,  DOC  conducted  extensive  financial  affordability  and  gap 
analysis.   The  results  are  summarized  for  the  purpose  of  clarity.   The  following  conclusions  are 
based  on  a  very  conservative  analysis  of  the  variance  between  actual  and  target  rates  for  the 
combination  of  water  and  wastewater  systems  and  on  the  amount  of  additional  debt  capacity  that 
can  be  supported  by  that  variance.   The  combination  rate  for  the   water  and  wastewater  systems 
was  used  to  ensure  that  low  rates  in  one  system  would  not  ignore  high  rates  that  may  be  present 
in  the  other  system.   Also,  target  rate  levels  were  reduced  by  10  percent  and  the  final  estimate  of 
additional  debt  capacity  was  reduced  by  an  amount  ranging  from  $500,000  to  $3  million, 
depending  on  the  number  of  households  served  by  the  applicant,  to  provide  a  "financial  safety 
margin"  for  applicants. 

1 .    Instead  of  receiving  the  TSEP  grant,  does  the  Applicant  have  the  capacity  to  borrow  the  funds 
requested? 

No. 
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2.  What  would  be  the  user  rates  for  the  Applicant's  combined  water  and  wastewater  systems  as 
a  percentage  of  target  rates  (assuming  full  TSEP  grant  assistance)? 

82%of  the  target  affordable  rate. 

3.  What  would  be  the  user  rates  for  the  Applicant's  combined  water  and  wastewater  systems  as 
a  percentage  of  target  rates  (assuming  no  TSEP  grant  assistance)  ? 

86%  of  the  target  affordable  rate. 
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PROJECT  NO.  6 

APPLICANT: 
PROJECT  NAME: 


TOWN  OF  WHITEHALL 

Water  System  Improvements 


AMOUNT  OF  TSEP  REQUEST: 
OTHER  FUNDING  SOURCES: 

Total  Other 
Total  Project  Costs 
Percent  of  Local  Match 
PROJECT  SUMMARY: 


$       500,000 

$  400,000 
$  325,000 
$         75.000 

$      800,000 

$  1,300,000 

61.54% 


Grant 

DNRC  Loan 

CDBG 

Other  (result  of  CDBG 

funding  change) 

(Changes  by  other  funding 

sources  updated  by  DOC) 


The  entire  Town  of  Whitehall  is  at  risk  for  fire  problems  due  to  inadequate  fireflow  capacity  in  the 
water  system.   The  Town  is  also  at  risk  for  potential  health  problems  due  to  water  quality 
problems.   This  project  calls  for  the  construction  of  a  500,000  gallon  reservoir  to  replace  the 
current  200,000  gallon  reservoir,  increasing  water  storage  capacity,   and  increasing  pressure  for 
fire  flows  and  domestic  use.    In  addition,  new  distribution  mains,  piping  and  valves  will  provide 
the  necessary  new  network  to  improve  public  health  and  safety.    One  of  the  system's  wells  will 
be  inspected,  cleaned,  and  re-developed  to  maximize  water  flow.   Water  meters  will  be  installed 
on  residential  and  commercial  services  to  encourage  water  conservation. 

OVERALL  RANKING  ON  10  STATUTORY  PRIORITIES  (90-6-710  (2)  MCA): 

The  application  received  4,425  points  out  of  5,500  points  possible.   The  application  ranks  6th  out 
of  21  applications. 

DOC  RECOMMENDATION  ON  FINANCIAL  ASSISTANCE  (90-6-710  (1)  MCA: 

1 .  The  Applicant  does  not  have  the  financial  capacity  to  borrow  the  funds  requested  (as  an 
alternative  to  receiving  a  TSEP  grant).   This  is  an  affordability  problem. 

2.  Without  the  TSEP  grant,  the  combined  water  and  wastewater  rates  charged  to  households 
would  be  131  %  of  the  target  rate,  which  indicates  a  serious   affordability  problem. 

3.  Thus,  DOC  recommends  $500,000  in  TSEP  grant  funds  for  this  project. 

STAGE  ONE  OF  RANKING  -  RATIONALE  FOR  RANKING  ON  TEN  STATUTORY 
PRIORITIES: 
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PRIORITY  #1:  SOLVES  URGENT  HEALTH/SAFETY  PROBLEM 

According  to  the  DOC  review  engineer,  the  entire  Town  of  Whitehall  is  at  risk  for  fire  problems 
due  to  inadequate  fireflow  capacity  in  the  water  system.   The  Town  is  also  at  risk  for  potential 
health  problems  due  to  water  quality  problems.  The  problems  are  caused  by  the  Town's 
inadequate  water  distribution  system,  low  water  pressure  problems,  and    inadequate  water 
storage.     In  particular,  the  commercial  district,  Town  Pump  store,  Super  Eight  Motel,  and  the 
school  are  in  jeopardy  should  a  major  fire  occur.   The  consequence  of  not  upgrading  the  water 
system  is  to  increase  the  potential  of  a  substantial  property  loss  and  safety  threat  if  a  major  fire 
were  to  occur.   The  entire  town  is  at  risk.  The  water  system  deficiencies  are  continual.   According 
to  the  State  Fire  Marshal,  the  water  system  is  in  need  of  substantial  upgrading  to  meet  the 
minimum  flows  required  by  the  Uniform  Fire  Code.   The  Town  has  a  low  fire  protection  rating  by 
the  Insurance  Services  Office  (ISO),  a  private  organization.   There  are  also  drinking  water  quality 
problems  which  pose  potential  health  threats.    Since  at  least  1  990,  the  water  system  has  had 
occasional  water  samples  which  do  not  meet  the  DHES  standards  for   bacteria  contamination. 
For  example,  in  August,  1993  the  town  violated  the  DHES  maximum  coliform  contaminant  level 
for  bacteria  and  was  required  by  DHES  to  publish  a  public  heath  advisory.  The  Applicant's 
engineer  noted  that  the  water  quality  problems  are  suspected  to  be  due  to  system  backflows  and 
tuberculation  build-up  in  the  water  mains.  The  Applicant's  engineer  notes  there  is  also  potential 
for  lead  contamination  of   the  drinking  water  due  to  old  lead  caulked  joints  in  the  old  water  mains, 
many  of  which  have  been  in  place  since  1915.  The  application  did  not  document  any  illnesses  or 
disease  outbreaks  attributed  to  the  contamination  at  this  time,  although  the  potential  for  problems 
does  exist. 

RANKING:  ABOVE  AVERAGE  RESPONSE  -  750  POINTS  OUT  OF  1000    POINTS 
POSSIBLE 

PRIORITY  #2:  MEETS  HEALTH/SAFETY  STANDARDS 

The  State  Fire  Marshal  indicates  that  the  current  water  system  is  in  need  of  substantial  upgrading 
to  meet  the  minimum  flows  required  by  the  Uniform  Fire  Code.   The  Applicant's  engineer  notes 
that  the  current  system  does  not  meet  the  Ten  State  Standards  as  included  in  DHES  circular  WQB 
1 .  These  standards  relate,  in  part,  to  water  supply  and  pressure  requirements  designed  to  provide 
adequate  water  availability  to  fight  fires.     Since  at  least  1  990,  the  water  system  has  had 
occasional  water  samples  which  do  not  meet  the  DHES  standards  for  bacteria  contamination.  For 
example,  in  August,  1 993  the  Town  violated  the  DHES  maximum  coliform   contaminate  level  for 
bacteria  and  was  required  by  DHES  to  publish  a  public  health  advisory.   The  purpose  of  the 
proposed  water  system  improvements  is  to  resolve  these  problems.   The  DOC  review  engineer 
believes  that  the  proposed  solutions  will  meet  the  goals  of  resolving  the  system's  problems.  The 
result  of  this  proposed  project  will  be  a  system  that  will  minimize  transmission  main  and 
distribution  piping  leakage,  increase  water  storage,  improve  water  pressure  and  fire  flow  rates  , 
and  probably  will  conserve  water.   At  this  time,  the  Applicant  is  not  under  a  state  or  federal 
mandate  or  court  order  to  make  the   improvements. 

RANKING:     ABOVE  AVERAGE  RESPONSE  -  675      POINTS  OUT  OF  900  POINTS 
POSSIBLE 

PRIORITY  #3:  PROVIDES  COST  EFFECTIVE  TECHNICAL  DESIGN 

According  to  the  DOC  review  engineer,  the  engineering  report  documents  several  alternatives 
which  could  resolve  the  current  and  future  needs  of  the  water  system.   The  report  compares  the 
benefits  and  costs  of  each  alternative.   The  proposed  engineering  plan  will  meet  the  goal  of 
resolving  the  noted  problems.   The  Applicant's  engineer  has  prioritized  the  needed  construction 
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activities  to  allow  construction  to  proceed  in  phases  as  funds  become  available.  The  Applicant  is 
proposing  to  install  water  meters,  as  recommend  in  the  DOC  TSEP  application  guidelines. 
Installation  of  water  meters  would  reduce  water  consumption  and  allow  for  a  more  equitable  rate 
structure  for  the  citizens.     As  noted  by  the  DOC  review  engineer,  the  project  is  fully  feasible  and 
appears  to  be  cost  effective.  There  has  been  considerable  documentation  submitted  to  support  the 
viability  of  the  proposed  project. 
RANKING:  BEST  RESPONSE  -  800  POINTS  OUT  OF  800  POINTS  POSSIBLE 

PRIORITY  #4:  BENEFITS  PUBLIC  COMPARED  TO  DOLLAR  REQUEST 

In  ranking  this  priority,  the  magnitude  of  the  health  threat,  amount  of  funds  requested,  and  cost 
effective  nature  of  the  engineering  design  were  compared  and  analyzed.   The  health  threat  is 
relatively  high.  There  is  both  a  town-wide  fire  safety  threat  and  periodic  drinking  water 
contamination  by  bacteria  and  the  potential  for  lead  contamination  of  the  water.   The  amount  of 
TSEP  funding  requested  is  the  maximum  of  $500,000.  The  amount  of  TSEP  funds  per  household 
is  $1,149,  a  low  to  moderate  amount  for  a  community-wide  project.  The  engineering  design 
proposed  was  rated  a  "best."  As  recommended  by  the  DOC  TSEP  application  guidelines,  the 
design  incorporates  the  installation  of  water  meters  to  reduce  water  consumption  and  institute  a 
more  equitable  rate  structure  for  the  citizens.    In  addition,  the  plan  incorporates  other  sound 
management  methods  such  as  phased  construction  of  the  project  based  on  clear  priorities  and 
phased  to  receipt  of  funds  from  different  funding  sources. 
RANKING:  BEST  RESPONSE  -  700  POINTS  OUT  OF  700  POINTS  POSSIBLE 

PRIORITY  #5:  REFLECTS  GREATER  FINANCIAL  NEED  (COMPETITIVE  RANKING 

INDICATORS): 

(Lower  ranking  indicates  greater  financial  need.  For  example,  ranking  1st  indicates  greatest 
financial  need;  ranking  21st  indicates  least  financial  need.) 

Indicator  1.  Household  Economic  Condition: 

MHI  $        19,674 

%  Persons  at  or  below  LM  42  % 

%  Persons  at  or  below  Poverty  1  2.9  % 

Household  Economic  Condition  Ranking:     9th  in  the  field  of  21  applications 

Analysis  shows  that  the  median  income  of  the  Town's  households  is  low  (6th  lowest  of  21) 
among  applicants  for  the  1  994-95  TSEP  financing  cycle  and  that  the  relative  concentration  of 
persons  living  at  or  below  the  levels  of  poverty  and  "low  and  moderate"  income  is  in  the 
mid-range  (6th  and  15th  of  the  21  applicants).   This  combination  of  factors  impacting  the 
economic  condition  of  households  produces  a  rank  of  9th  of  the  21  applicants  for  the  first 
competitive  indicator. 

Indicator  2.  User  Charges  and  Taxes  %  MHI  (Affordability  Index): 

Avg.  Total  User  Charges  per  Household 
Avg.  Total  Taxes  per  Household 
Avg.  Residential  Value 
User  Charges  and  Taxes  %  MHI  Index 
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$ 

418.08 

$ 

723.58 

$ 

51,074 

5.8  % 

User  Charges  and  Taxes  %  MHI  Ranking:     10th  in  the  field  of  21  applications 

Households  in  the  Town  of  Whitehall  are  subject  to  a  combination  of  property  taxes  levied  to 
support  school  districts  and  town  and  county  governments,  plus  user  charges  associated  with  city 
utilities,  representing  total  amounts  in  the  mid-range  among  applicants.    These  costs,  measured 
against  a  low  median  household  income,  cause  Whitehall  to  rank  10th  among  21  applicants  in 
regard  to  the  second  indicator  -  total  local  government  costs  divided  by  median  household  income. 

Indicator  3.  Change  in  Financial  Need  w/o  Grant: 

Additional  Debt  w/o  Grant  $     500,000 

Number  of  Households  435 

Monthly  Debt  Service/HH  on  Added  Debt  $  9.21 

Change  Ranking:     6th  in  the  field  of  21  applications 
The  third  competitive  indicator,  the  change  in  financial  need,  is  a  measure  of  the  impact  that 
would  be  felt  if  it  were  necessary  for  the  local  government  to  borrow  the  grant  funds.    For  the 
$500,000 TSEP  grant  requested,  the  large  calculated  rate  increase  for  Whitehall  households 
produces  a  ranking  of  6th  of  21  applicants  for  this  measure. 

Overall  Competitive  Ranking:     10th  in  the  field  of  21  applications 

RANKING  :  ABOVE  AVERAGE  RESPONSE  -  450  POINTS  OUT  OF  600  POINTS  POSSIBLE 

PRIORITY  #6:  OBTAINS  FUNDS  FROM  OTHER  SOURCES 

Other  funds  that  will  be  used  for  this  project  include:  a  $400,000  loan  from  DNRC  and  a 
$325,000 grant  from  CDBG.  The  Applicant  leverages  a  high  amount  of  funds  from  other  sources. 
The  percentage  of  matching   funds  is  61 .54%,  which  is  above  average  compared  to  other  TSEP 
applicants.  The  DNRC  loan  is  uncommitted,  although,  the  DNRC  staff  have  recommended  that 
the  1995  Legislature  approve  the  loan  request.  Historically,  most  loan  requests  have  been 
approved  by  the  Legislature.   The  CDBG  grant  has  been  awarded  and  is  committed.   As  a  result  of 
reduced  CDBG  funding  at  $325,000,  an  additional  $75,000  will  need  to  be  obtained  from  another 
source.   The  application  presented  an  excellent  discussion  of  the  rational  for  the  funding  package 
chosen  and  why  other  types  of  funding  were  inappropriate. 
RANKING:  BEST  RESPONSE  -  500  POINTS  OUT  OF  500  POINTS  POSSIBLE 

PRIORITY  #7:  PROVIDES  LONG-TERM,  FULL-TIME  JOBS  FOR  MONTANANS 

This  project  represents  a  general  infrastructure  improvement  and  as  such  does  not  directly  result 
in  the  creation  or  retention  of  a  substantial  number  of  long-term,  full-time  jobs  for  Montanans  at 
the  present  time.  Because  of  the  fire  safety  problem  due  to  the  inadequate  water  system,  a  major 
fire  could  damage  existing  business  establishments. 
RANKING:  AVERAGE  RESPONSE  -  200  POINTS  OUT  OF  400  POINTS  POSSIBLE 

PRIORITY  #8:  ALLOWS  EXPANSION  OF  BUSINESS 

This   project  represents  a  general  infrastructure  improvement  and,  as  such,  does  not  directly 
result  in  the  immediate  expansion  of  a  specific  business.  The  Applicant  states  that  there  have 
been  inquiries  from  property  owners  who  may  want  to  annex  into  the  Town  and  hook  on  to  the 
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Town's  water  and  sewer  systems.  However,  there  were  no  clear  cut  proposals  from  business 

owners  documented  in  the  application. 

RANKING:  AVERAGE  RESPONSE  -  150  POINTS  OUT  OF  300  POINTS  POSSIBLE 

PRIORITY  #9:  MAINTAINS  TAX  BASE 

This  project  represents  a  general  infrastructure  improvement  and,  as  such,  does  not  provide  an 
immediate  enhancement  of  the  tax  base.   The  improvement  of  the  water  system  would  help 
prevent  the  loss  of  the  current  tax  base  due  to  property  destruction  from  fires.  The  improvements 
would  facilitate  future  economic  development. 
RANKING:      AVERAGE  -  100  POINTS  OUT  OF  200  POINTS  POSSIBLE 

PRIORITY  #10:         HAS  STRONG  COMMUNITY  SUPPORT 

The  Applicant  published  information  about  the  project  in  the  newspaper.  Town  officials  talked 
with  four  civic  groups  about  the  need  for,  and  benefits  of,  the  project.  In  April  of  1994  the  Mayor 
and  the  Town's  consulting  engineer  appeared  on  a  live  local  Public  Broadcasting  System  (PBS) 
television  show  which  was  broadcast  to  Town  residents.   The   one-half  hour  show  was  devoted 
to  a  discussion  of  the   proposed  project.   The  Applicant  conducted  a  needs  assessment  survey.  A 
legal  notice  announcing  the  public  hearing  was  published  and  specifically  mentioned  the  TSEP 
Program.  The  Applicant  held  a  public  hearing   and  six  Town  officials  and  seven  citizens  attended. 
The  hearing  was  recorded  and  was  later  rebroadcast  on  the  PBS  television  station,  to  inform  a 
broader  spectrum  of  the  public.  The  specific  amount  of  the  water  rate  increases  were  discussed. 
Many   (eleven)  letters  of  support  for  the  project  were  included  in  the  application.  The  Applicant 
conducted  an  extensive  public  involvement  process  and  demonstrated  that  the    public  strongly 
supports  the  project. 
RANKING:  BEST  -  100  POINTS  OUT  OF  100  POINTS  POSSIBLE 

TOTAL  POINTS  ON  10  PRIORITIES:  4,425  POINTS  OUT  OF  5,500  POINTS  POSSIBLE 

STAGE  TWO  OF  RANKING  -  AFFORDABILITY  FACTORS  AND  GAP  ANALYSIS: 

Using  data  provided  by  TSEP  applicants,  DOC  conducted  extensive  financial  affordability  and  gap 
analysis.   The  results  are  summarized  for  the  purpose  of  clarity.   The  following  conclusions  are 
based  on  a  very  conservative  analysis  of  the  variance  between  actual  and  target  rates  for  the 
combination  of  water  and  wastewater  systems  and  on  the  amount  of  additional  debt  capacity  that 
can  be  supported  by  that  variance.   The  combination  rate  for  the   water  and  wastewater  systems 
was  used  to  ensure  that  low  rates  in  one  system  would  not  ignore  high  rates  that  may  be  present 
in  the  other  system.   Also,  target  rate  levels  were  reduced  by  10  percent  and  the  final  estimate  of 
additional  debt  capacity  was  reduced  by  an  amount  ranging  from  $500,000 to  $3  million, 
depending  on  the  number  of  households  served  by  the  applicant,  to  provide  a  "financial  safety 
margin"  for  applicants. 

1 .  Instead  of  receiving  the  TSEP  grant,  does  the  Applicant  have  the  capacity  to  borrow  the  funds 
requested? 

No. 

2.  What  would  be  the  user  rates  for  the  Applicant's  combined  water  and  wastewater  systems  as 
a  percentage  of  target  rates  (assuming  full  TSEP  grant  assistance)? 

101%  of  the  target  affordable  rate. 
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3.    What  would  be  the  user  rates  for  the  Applicant's  combined  water  and  wastewater  systems  as 
a  percentage  of  target  rates  (assuming  no  TSEP  grant  assistance)  ? 

1  31  %  of  the  target  affordable  rate. 


• 
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PROJECT  NO.  7 

APPLICANT:  SEELEY  LAKE  WATER  DISTRICT 

PROJECT  NAME:  Construction  of  Water  Filtration  System 

AMOUNT  OF  TSEP  REQUEST:  $    464,364      Grant 

OTHER  FUNDING  SOURCES:  $    532,677      DNRC  Loan 

Total  Project  Costs  $    997,041 

Percent  of  Local  Match  53.43% 

PROJECT  SUMMARY: 

In  response  to  federal  regulations  requiring  surface  water  treatment  and  an  DHES  Administrative 
Order,  this  project  calls  for  the  construction  and  installation  of  a  water  treatment  facility  by  1996 
for  surface  water  collected  from  Seeley  Lake.    In  addition,  the  district  requires  additional  water 
storage  facilities  to  meet  growing  needs.   The  proposed  project  will  construct  a  "packaged" 
surface  water  treatment  plant  on  the  lakeshore  to  filter  out  the  surface  water's  high  turbidity, 
naturally  occurring  organic  matter  and  potential  for  giardia  cysts.   The  storage  facilities  will  also 
eliminate  potential  health  hazards. 

OVERALL  RANKING  ON  10  STATUTORY  PRIORITIES  (90-6-710  (2)  MCA): 

The  application  received  4,300  points  out  of  a  possible  5,500  points.  The  application  ranks  7th 
out  of  21  applications. 

DOC  RECOMMENDATION  ON  FINANCIAL  ASSISTANCE  (90-6-710  (1)  MCA): 

1 .  The  Applicant  does  not  have  the  financial  capacity  to  borrow  the  funds  requested  (as  an 
alternative  to  receiving  a  TSEP  grant).   This  is  an  affordability  problem. 

2.  Without  the  TSEP  grant,  the  combined  water  and  wastewater  rates  charged  to  households 
would  be  128%  of  the  target  rate,  which  indicates  an  affordability  problem  for  the  ratepayers. 

3.  Thus,  DOC  recommends  $464,364  in  TSEP  grant  funds  for  this  project. 

STAGE  ONE  OF  RANKING  -RATIONALE  FOR  RANKING  ON  TEN  STATUTORY 
PRIORITIES: 

PRIORITY  #1 :  SOLVES  URGENT  HEALTH/SAFETY  PROBLEM 

The  Applicant  is  unable  to  provide  a  safe  drinking  water  supply  to  its  users  because  of  the  lack  of 
a  water  treatment  facility.  The  application  states  that  there  has  been  no  documented  case  of 
disease  or  illness  caused  as  a  result  of  untreated  water.  However,  the  lack  of  a  water  treatment 
facility  has  the  potential  to  cause  the  district  water  users  to  become  ill  drinking  and  using 
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untreated  water.  In  addition,  the   current  water  storage  tank  is  too  small  and  placed  at  too  low  of 
an  elevation  to  ensure  a  constant  supply  of  water  to  the  district.   The  district  is  under  a 
administrative  order  from  DHES  because  the  system  does  not  comply  with  the  EPA  surface  water 
treatment  requirements. 
RANKING:      BEST  RESPONSE  -  1000    POINTS  OUT  OF  1000  POINTS  POSSIBLE 

PRIORITY  #2:  MEETS  HEALTH/SAFETY  STANDARDS 

MDHES  has  issued  an  Administrative  order  to  the  district  because  they  do  not  comply  with  the 
surface  water  treatment  requirements  of  the  Safe  Drinking  Water  Act.   Among  other  things,  the 
order  places  a  moratorium  on  expansion  of  the  existing  water  distribution  system  until  a  safe 
drinking  water  source  is  obtained.  Secondly,  it  provides  a  stringent  time  table  for  compliance  with 
the  requirements.    Non-treated  or  inadequately  treated  surface  water  poses  a  significant  threat  to 
system  water  users.  Waterborne  contaminants  have  the  potential  to  cause  serious  illness  and 
disease. 
RANKING:      BEST  RESPONSE  -900  POINTS  OUT  OF  900  POINTS  POSSIBLE 

PRIORITY  #3:  PROVIDES  COST  EFFECTIVE  TECHNICAL  DESIGN 

The  proposed  project  thoroughly  addresses  the  problem  and  the  proposed  solution  would  provide 
a  complete  and  long-term  solution.  However,  according  to  DOC's  review  engineer  there  was  not 
sufficient  documentation  included  in  the  application  to  determine  if  the  proposed  200,000  gallon 
water  storage  tank  is  sized  appropriately.  The  application  states  that  the  selected  alternative  is  a 
"package  plant"  but  does  not  provide  any  details  on  what  components  will  make  up  this  package 
plant  or  what  results  are  expected.  A  pilot  scale  of  the  proposed  "package  plant"  has  not  been 
completed.  The  District  may  find  out  that  this  plant  will  not  meet  the  district's  requirements.  The 
District  is  currently  1  5%  metered,  and  has  implemented  a  program  to  be  100%  metered  within 
the  next  three  years. 
RANKING:      AVERAGE  RESPONSE  -    400  POINTS  OUT  OF  800  POINTS  POSSIBLE 

PRIORITY  #4:  BENEFITS  PUBLIC  COMPARED  TO  DOLLAR  REQUEST. 

In  ranking  this  criterion,  the  magnitude  of  the  health  threat,  amount  of  funds  requested,  and  cost 
effective  nature  of  the  engineering  design  were  compared  and  analyzed.  The  lack  of  a  water 
treatment  facility  has  the  potential  to  cause  the  district  water  users  to  become  ill  drinking  and 
using  untreated  water.   There  is  an  administrative  order  from  DHES  requiring  the  district  to  comply 
with  the  surface  water  treatment  requirements  of  the  Safe  Drinking  Water  Act.  The  Applicant  is 
requesting  $464,364 TSEP  grant  and  is  providing  $532,677  in  the  form  of  a  loan  from  the  DNRC. 
The  application  states  that  the  selected  engineering  preference  is  a  "package  plant"  but  does  not 
provide  any  details  on  what  components  will  make  up  this  package  plant  or  what  results  are 
expected.  The  uncertainty  of  the  engineering  package  keeps  this  from  receiving  a  "Best 
Response". 
RANKING:      ABOVE  AVERAGE  RESPONSE  -  525  POINTS  OUT  OF  700  POINTS  POSSIBLE 

PRIORITY  #5:  REFLECTS  GREATER  FINANCIAL  NEED  (COMPETITIVE  RANKING 

INDICATORS): 

(Lower  ranking  indicates  greater  financial  need.  For  example,  ranking  1st  indicates  greatest 
financial  need;  ranking  21st  indicates  least  financial  need.) 

Indicator  1.  Household  Economic  Condition: 
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MHI  $        21,763 

%  Persons  at  or  below  LMI  41  % 

%  Persons  at  or  below  Poverty  13.47  % 

Household  Economic  Condition  Ranking:     13th  in  the  field  of  21  applications 

Analysis  shows  that  the  median  income  of  the  district's  households  is  in  the  mid-range  (13th  of 
21 )  among  applicants  for  the  1  994-95  TSEP  financing  cycle  and  that  the  relative  concentration  of 
persons  living  at  or  below  the  levels  of  poverty  and  "low  and  moderate"  income  is  also  in  the 
mid-range  (9th  and  14th  of  the  21  applicants).   This  combination  of  factors  impacting  the 
economic  condition  of  households  produces  a  rank  of  1  3th  of  the  21  applicants  for  the  first 
competitive  indicator. 

Indicator  2.  User  Charges  and  Taxes  %  MHI  (Affordability  Index): 

Avg.  Total  User  Charges  per  Household  $  566.28 

Avg.  Total  Taxes  per  Household  $  814.54 

Avg.  Residential  Value  $  59,197 
User  Charges  and  Taxes  %  MHI  Index  6.34  % 

User  Charges  and  Taxes  %  MHI  Ranking:     6th  in  the  field  of  21  applications 

Households  in  Seeley  Lake  Water  District  are  subject  to  a  combination  of  property  taxes  levied  to 
support  school  districts  and  county  governments,  plus  user  charges  associated  with  utilities, 
representing  one  of  the  larger  total  amounts  among  applicants.   These  costs,  measured  against  a 
median  household  income  in  the  mid-range,  cause  the  district  to  rank  6th  among  21  applicants  in 
regard  to  the  second  indicator  -  total  local  government  costs  divided  by  median  household  income. 

Indicator  3.  Change  in  Financial  Need  w/o  Grant: 

Additional  Debt  w/o  Grant  $     464,364 

Number  of  Households  337 

Monthly  Debt  Service/HH  on  Added  Debt   $         1 1 .04 

Change  Ranking:     4th  in  the  field  of  21  applications 

The  third  competitive  indicator,  the  change  in  financial  need,  is  a  measure  of  the  impact  that 
would  be  felt  if  it  were  necessary  for  the  local  government  to  borrow  the  grant  funds.    For  the 
$464,364TSEP  grant  requested,  the  large  calculated  rate  increase  for  district  households 
produces  a  ranking  of  4th  of  21  applicants  for  this  measure. 

Overall  Competitive  Ranking:     6th  in  the  field  of  21  applications 
RANKING:      BEST  RESPONSE  -  600  POINTS  OUT  OF  600  POINTS  POSSIBLE 

PRIORITY  #6:  OBTAINS  FUNDS  FROM  OTHER  SOURCES 

The  application  is  proposing  a  53.43%  match  of  a  $464,364  TSEP  grant.  The  Applicant  has  a 
loan  authorization  from  DNRC  for  the  remaining  portion  of  the  project.  The  Applicant  has  made 
efforts  to  obtain  funding  for  the  project  from  many  sources,  including,  an  unsuccessful  attempt  to 
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apply  for  a  CDBG  grant  through  Missoula  County.   The  County  declined  to  sponsor  the  district  for 
an  application.   The  District  has  submitted  a  pre-application  to  FmHA.  FmHA  can  provide  a  longer 
term  lower  interest  loan  to  the  district. 
RANKING:      ABOVE  AVERAGE  RESPONSE  -  375  POINTS  OUT  OF  500  POINTS  POSSIBLE 

PRIORITY  #7:  PROVIDES  LONG-TERM,  FULL-TIME  JOBS  FOR  MONTANANS 

This  project  represents  a  general  infrastructure  improvement  and  as  such  does  not  directly  result 
in  the  creation  of  a  substantial  number  of  long  term,  full  time  jobs  for  Montanans.  The  application 
did  provide  evidence  that  one  business  would  like  to  expand  but  did  not  support  the  claim  with  a 
specific  business  plan  or  the  number  of  new  employees  the  expansion  would  create. 
RANKING:      AVERAGE  RESPONSE  -  200  POINTS  OUT  OF  400  POINTS  POSSIBLE 

PRIORITY  #8:  ALLOWS  EXPANSION  OF  BUSINESS 

This  project  represents  a  general  infrastructure  improvement  and  as  such  does  not  directly  result 
in  the  immediate  expansion  of  a  specific  business.  The  application  did  provide  a  "Economic 
Diversification  Action  Plan"  for  the  Seeley  Lake  area.    However,  the  application  did  not  document 
whether  any  of  the  plan  was  scheduled  to  be  implemented. 
RANKING:      AVERAGE  RESPONSE  -  150  POINTS  OUT  OF  300  POINTS  POSSIBLE 

PRIORITY  #9:  MAINTAINS  TAX  BASE 

This  project  represents  a  general  infrastructure  improvement  and  as  such  does  not  provide  an 

immediate  enhancement  of  the  tax  base.  The  improvement  could  facilitate  future  economic 

development. 

RANKING:      AVERAGE  RESPONSE  -  100  POINTS  OUT  OF  200  POINTS  POSSIBLE 

PRIORITY  #10:         HAS  STRONG  COMMUNITY  SUPPORT 

The  Applicant  has  gone  to  great  lengths  to  inform  the  public  about  the  problem  and  possible 
solutions  and/or  consequences.  However,  the  application  also  states  that  "  the  project  has  not 
had  tremendous  community  support.   The  reason  is  the  excessive  cost  per  user.  The  District  has 
sought  avoidances  and/or  extensions  to  regulatory  requirements,  all  in  hopes  of  extending 
compliance  deadlines  until  1995  when  existing  bond  issues  are  retired.  If  the  project  becomes 
affordable  it  will  engender  tremendous  community  support". 
RANKING:      AVERAGE  RESPONSE  -    50  POINTS  OUT  OF  100  POINTS  POSSIBLE 

TOTAL  POINTS  ON  10  PRIORITIES:  4,300  POINTS  OUT  OF    5,500  POINTS  POSSIBLE 

STAGE  TWO  OF  RANKING  -  AFFORDABILITY  FACTORS  AND  FINANCIAL  GAP 
ANALYSIS: 

Using  data  provided  by  TSEP  applicants,  DOC  conducted  extensive  financial  affordability  and  gap 
analysis.   The  results  are  summarized  for  the  purpose  of  clarity.   The  following  conclusions  are 
based  on  a  very  conservative  analysis  of  the  variance  between  actual  and  target  rates  for  the 
combination  of  water  and  wastewater  systems  and  on  the  amount  of  additional  debt  capacity  that 
can  be  supported  by  that  variance.   The  combination  rate  for  the   water  and  wastewater  systems 
was  used  to  ensure  that  low  rates  in  one  system  would  not  ignore  high  rates  that  may  be  present 
in  the  other  system.   Also,  target  rate  levels  were  reduced  by  10  percent  and  the  final  estimate  of 
additional  debt  capacity  was  reduced  by  an  amount  ranging  from  $500,000 to  $3  million, 
depending  on  the  number  of  households  served  by  the  applicant,  to  provide  a  "financial  safety 
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margin"  for  applicants. 

1 .  Instead  of  receiving  the  TSEP  grant,  does  the  Applicant  have  the  capacity  to  borrow  the  funds 
requested? 

No 

2.  What  would  be  the  user  rates  for  the  Applicant's  combined  water  and  wastewater  systems  as 
a  percentage  of  target  rates  (assuming  full  TSEP  grant  assistance)? 

97%  of  the  target  affordable  rate. 

3.  What  would  be  the  user  rates  for  the  Applicant's  combined  water  and  wastewater  systems  as 
a  percentage  of  target  rates  (assuming  no  TSEP  grant  assistance)  ? 

1  28%  of  the  target  affordable  rate. 
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PROJECT  NO.  8 

APPLICANT:  CITY  OF  HAMILTON 

PROJECT  NAME:  Sewer  System  Improvements 

AMOUNT  OF  TSEP  REQUEST:  $  137,632   Grant 

OTHER  FUNDING  SOURCES:  $  125,000   Local  Funds 

$  350,000   CDBG  Grant 
$    50,000     Other  (Result  of  CDBG  funding 
change) 
Total  Other  $  525,000     (Changes  by  other  funding  sources 

updated  by  DOC) 

Total  Project  Costs  $  662,632 

Percent  of  Local  Match  79.22% 

PROJECT  SUMMARY: 

This  project  is  designed  to  improve  the  city's  sewer  system  by  correcting  infiltration/exfiltration 
conditions  that  pose  a  potential  health  and  safety  threat.    In  addition,  the  project  calls  for 
increasing  the  capacity  of  the  system  to  meet  the  demands  of  growth  in  and  around  the  city.    By 
preserving  water  quality  and  facilitating  economic  development,  the  project  improvements  will 
help  to  prevent  contamination  and  degradation  of  the  current  system. 

OVERALL  RANKING  ON  10  STATUTORY  PRIORITIES  (90-6-710  (2)  MCA): 

The  project  received  4,275  points  out  of  5,500  total  possible  points.   The  project  ranks  8th  out  of 
20  applications.    See  detailed  description  of  ranking. 

DOC  RECOMMENDATION  ON  FINANCIAL  ASSISTANCE  (90-6-710  (1)  MCA): 

1 .  The  Applicant  does  not  have  the  financial   capacity  to  borrow  the  funds  requested  (as  an 
alternative  to  receiving  a  TSEP  grant).   This  is  an  affordability  problem. 

2.  Without  the  TSEP  grant,  the  combined  water  and  wastewater  rate  charged  to  households 
would  be  109%  of  the  target  rate,  which  indicates  an  affordability  problem  for  the  ratepayers. 

3.  Without  the  TSEP  grant,  the  individual  wastewater  rate  charged  to  households  would  be  1 62% 
of  the  target  rate,  which  indicates  a  serious  affordability  problem  for  the  ratepayers. 

4.  Thus,  DOC   recommends  $137,632  in  TSEP  grant  funds  for  this  project. 
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STAGE  ONE  OF  RANKING  -  RATIONALE  FOR  RANKING  ON  TEN  STATUTORY 
PRIORITIES  : 

PRIORITY  #1 :  SOLVES  URGENT  HEALTH/SAFETY  PROBLEM 

The  project  is  necessary  for  the  Applicant  to  expand  its  centralized  waste  water  treatment  to 
unserved  areas  and  to  provide  capacity  for  new  housing  developments  planned  or  under 
development.   The  project  consist  of  upgrades  to  the  sewer  system  to  allow  for  growth  and 
expansion  and  to  correct  some  existing  problems,  including: 

seasonal  ground  water  infiltration,  with  potential  for  exfiltration; 

inadequately  sized  main  interceptor  line;  and, 

two  inadequate  lift  stations  that  contribute  to  infiltration,  do  not  have  standby 

power,  have  inadequate  capacity  to  meet  peak  demands,  and  do  not  meet  confined 

space  regulations. 

The  City  of  Hamilton  is  experiencing  tremendous  growth.   The  continued  dependence  on 
individual  wastewater  treatment  and  disposal  systems,  in  this  high  ground  water  area,  creates  the 
potential  for  ground  water  degradation  and  possibly  the  transmission  of  diseases  through 
inadequately  treated  sewage.   There  are  also  safety  concerns  with  the  lift  stations  since  they  do 
not  meet  confined  space  regulations.    Potentially  the  entire  community  would  be  affected  by 
water  contamination  and  degradation,  although  at  this  time  no  one  is  affected  by  any  serious 
deficiency  other  than  additional  operation  costs  due  to  infiltration.   The  infiltration  problem  is 
existing  although  seasonal.    Ground  water  contamination  and  degradation  is  the  potential  outcome 
of  continued  growth  without  adequate  individual  or  centralized  wastewater  treatment. 
RANKING:      AVERAGE  RESPONSE  -  500  POINTS  OUT  OF  1000  POINTS  POSSIBLE 

PRIORITY  #2:  MEETS  HEALTH/SAFETY  STANDARDS 

No  administrative  orders,  health  advisories,  or  compliance  requests  have  been  issued  regarding 
any  deficiencies.   The  Department  of  Health  and  Environmental  Sciences  (DHES),  Water  Quality 
Bureau  (WQB)  has  provided  a  letter  supporting  the  need  to  cut  infiltration  and  extend  sewer 
service.    Review  of  the  WQB  files  indicate  that  the  system  is  in  compliance.   The  preliminary 
engineering  report  indicates  that  most  or  all  of  the  six  existing  lift  stations  do  not  appear  to  meet 
OSHA's  Confined  Space  Regulations.  Safety  issues  with  three  of  the  lift  stations  would  be 
eliminated  when  replaced  through  this  project.   The  project  would  substantially  reduce  ground 
water  infiltration  during  high  ground  water  periods.    Reduction  of  infiltration  will  improve 
treatment  plant  performance  and  provide  some  hydraulic  capacity  for  expansion.    Despite  the  fact 
that  the  focus  of  the  project  is  not  on  rectifying  any  existing  health  or  safety  deficiencies,  the 
proposed  actions  are  important  for  the  management  of  future  growth  in  and  around  Hamilton. 
RANKING:      AVERAGE  RESPONSE  -   450  POINTS  OUT  OF  900  POINTS  POSSIBLE 

PRIORITY  #3:  PROVIDES  COST  EFFECTIVE  TECHNICAL  DESIGN 

The  DOC  review  engineer  indicated  that  while  the  project  does  not  thoroughly  address  the 
problem  of  infiltration  and  limited  hydraulic  capacity  needed  for  expanded  service,  it  does 
represent  appropriate  actions  as  part  of  an  overall  program  needed  to  solve  these  problems.  The 
proposed  project  is  a  component  of  a  larger  program,  being  the  first  phase  in  an  ongoing  sewer 
system  improvement  and  infiltration  reduction  program.   The  proposed  actions  provide  system 
improvements  on  their  own  and  provide  the  capacity  needed  for  subsequent  expansion  projects. 
The  proposed  project  is  an  appropriate  step  in  the  long  term  expansion  of  centralized  wastewater 
treatment  in  the  City  of  Hamilton  and  the  immediate  area.    It  provides  additional  hydraulic 
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capacity  for  additional  hookups  in  an  area  with  rapidly  expanding  population.    It  avoids  the  capital 
costs  of  new  community  based  treatment  systems  and  takes  advantage  of  an  existing  treatment 
plant  that  has  a  record  of  efficient  operation,  excellent  performance,  and  the  capacity  for 
expansion.   The  project  also  appears  to  provide  some  substantial  savings  in  operational  costs. 
Other  alternatives  were  identified  in  the  preliminary  engineering  report,  were  evaluated 
qualitatively  and  quantitatively  in  terms  of  cost  or  cost  benefit,  and  were  determined  to  be  less 
desirable  and  more  expensive.   The  approach  that  is  recommended  is  appropriate  and  reflects 
good  engineering  judgement. 
RANKING:      BEST  RESPONSE  -   800  POINTS  OUT  OF  800  POINTS  POSSIBLE 

PRIORITY  #4:  BENEFITS  PUBLIC  COMPARED  TO  DOLLAR  REQUEST 

The  proposed  project  is  a  component  of  a  larger  program,  being  the  first  phase  in  an  ongoing 
sewer  system  improvement  and  infiltration  reduction  program.   The  proposed  actions  provide 
system  improvement  on  their  own  and  provide  capacity  for  subsequent  expansion  projects. 
Hamilton  has  a  Water  and  Wastewater  Facility  Plan,  but  no  documentation  was  provided  regarding 
a  complete  capital  improvements  plan.  The  amount  of  TSEP  funds  requested  is  $144.87  per 
household,  based  on  950  households  being  assisted. 
RANKING:      BEST  RESPONSE  -    700  POINTS  OUT  OF  700  POINTS  POSSIBLE 

PRIORITY  #5:  REFLECTS  GREATER  FINANCIAL  NEED  (COMPETITIVE  RANKING 

INDICATORS): 

(Lower  ranking  indicates  greater  financial  need.  For  example,  ranking  1st  indicates  greatest 
financial  need;  ranking  21st  indicates  least  financial  need.) 

Indicator  1.  Household  Economic  Condition: 

MHI  $        14,913 

%  Persons  at  or  below  LMI  55  % 

%  Persons  at  or  below  Poverty  1  7.8  % 

Household  Economic  Condition  Ranking:     1st  in  the  field  of  21  applications 

Analysis  for  Hamilton's  Sewer  System  Improvements  request  shows  that  the  median  income  of 
the  city's  households  is  the  lowest  (1st  lowest  of  21)  among  applicants  for  the  1994-95  TSEP 
financing  cycle  and  that  the  relative  concentration  of  persons  living  at  or  below  the  levels  of 
poverty  and  "low  and  moderate"  income  is  high  (1st  and  5th  of  the  21  applicants).   This 
combination  of  factors  impacting  the  economic  condition  of  households  produces  a  rank  of  1st  of 
the  21  applicants  for  the  first  competitive 

Indicator  2.  User  Charges  and  Taxes  %  MHI  (Affordability  Index): 

Avg.  Total  User  Charges  per  Household  $  304.56 

Avg.  Total  Taxes  per  Household  $  731.92 

Avg.  Residential  Value  $  50,859 

User  Charges  and  Taxes  %  MHI  Index  6.95  % 

User  Charges  and  Taxes  %  MHI  Ranking:     2nd  in  the  field  of  21  applications 

Households  in  the  City  of  Hamilton  are  subject  to  a  combination  of  property  taxes  levied  to 
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support  school  districts  and  city  and  county  governments,  plus  user  charges  associated  with  city 
utilities,  representing  total  amounts  in  the  mid-range  among  applicants.   These  costs,  measured 
against  the  lowest  median  household  income,  cause  Hamilton  to  rank  2nd  among  21  applicants  in 
regard  to  the  second  indicator  -  total  local  government  costs  divided  by  median  household  income. 

Indicator  3.  Change  in  Financial  Need  w/o  Grant: 

Additional  Debt  w/o  Grant  $     165,174 

Number  of  Households  950 

Monthly  Debt  Service/HH  on  Added  Debt   $  1 .39 

Change  Ranking:     13th  in  the  field  of  21  applications 

The  third  competitive  indicator,  the  change  in  financial  need,  is  a  measure  of  the  impact  that 
would  be  felt  if  it  were  necessary  for  the  local  government  to  borrow  the  grant  funds.    For  the 
$  1 37,632  TSEP  grant  requested,  the  calculated  rate  increase  for  Hamilton  households  is  in  the 
mid-range  and  produces  a  ranking  of  13th  of  21  applicants  for  this  measure. 

Overall  Competitive  Ranking:     2nd  in  the  field  of  21  applications 
RANKING:      BEST  RESPONSE  -  600  POINTS  OUT  OF  600  POINTS  POSSIBLE 

PRIORITY  #6:  OBTAINS  FUNDS  FROM  OTHER  SOURCES 

Other  funding  for  this  project  include:  City/$1  25,000  and  CDBG  $350,000.  The  project  will  be 
funded  with  79%  non-TSEP  funds.   The  proposed    project  will  leverage  $1 .37  TSEP  to  $5.25  non- 
TSEP  funds.    Both  the  city's  and  CDBG's  funds  are  committed.    Hamilton  will  need  to  borrow  an 
additional  $50,000  to  finance  this  project  due  to  a  reduction  in  the  grant  awarded  by  CDBG. 
RANKING:      BEST  RESPONSE  -  500  POINTS  OUT  OF  500  POINTS  POSSIBLE 

PRIORITY  #7:  PROVIDES  LONG-TERM,  FULL-TIME  JOBS  FOR  MONTANANS 

This  project  represents  a  general  infrastructure  improvement  and  as  such  does  not  directly  result 
in  the  creation  or  retention  of  a  substantial  number  of  long-term,  full-time  jobs  for  Montanans. 
The  Applicant  did  indicate  that  there  is  potential  for  an  industrial  park  to  be  developed  and  that  a 
welding  business  could  possibly  expand  from  4  to  50  people.    Documentation  was  provided  but  it 
was  limited  in  being  able  to  show  that  either  of  these  proposals  would  take  place. 
RANKING:      ABOVE  AVERAGE  RESPONSE  -  300  POINTS  OUT  OF  400  POINTS  POSSIBLE 

PRIORITY  #8:  ALLOWS  EXPANSION  OF  BUSINESS 

This  project  represents  a  general  infrastructure  improvement  and  as  such  does  not  directly  result 
in  the  creation  or  retention  of  a  substantial  number  of  long-term,  full-time  jobs  for  Montanans. 
The  Applicant  did  indicate  that  there  is  potential  for  an  industrial  park  to  be  developed  and  that  a 
welding  business  could  possibly  expand  from  4  to  50  people.    Documentation  was  provided  but  it 
was  limited  in  being  able  to  show  that  either  of  these  proposals  would  take  place. 
RANKING:      ABOVE  AVERAGE  RESPONSE  -  225  POINTS  OUT  OF  300  POINTS  POSSIBLE 

PRIORITY  #9:  MAINTAINS  TAX  BASE 

This  project  will  allow  the  city  to  grow  and  expand.    Currently  there  are  eight  housing  projects 
proposed  consisting  of  370  units. 
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RANKING:      ABOVE  AVERAGE  RESPONSE  -  150  POINTS  OUT  OF  200  POINTS  POSSIBLE 

PRIORITY  #10:         HAS  STRONG  COMMUNITY  SUPPORT 

One  public  hearing  was  conducted  for  both  TSEP  and  CDBG,  although  it  was  advertised  for  CDBG 
only.   A  summary  of  the  minutes  indicates  that  the  public  was  informed  of  the  estimated  cost  per 
household  of  any  anticipated  increases  in  assessments  or  user  charges,  although  the  minutes  do 
not  show  what  was  actually  presented  at  the  meeting.    Hamilton  has  a  Water  and  Wastewater 
Facility  Plan,  but  no  documentation  was  provided  regarding  a  complete  capital  improvements  plan. 
The  city  also  conducted  a  community  needs  survey,  but  it  did  not  specifically  target  wastewater 
treatment  as  a  priority. 
RANKING:      AVERAGE  RESPONSE  -  50  POINTS  OUT  OF  100  POINTS  POSSIBLE 

TOTAL  POINTS  ON  10  PRIORITIES:  4,275  POINTS  OUT  OF  5,500  POINTS  POSSIBLE 

STAGE  TWO  OF  RANKING  -  AFFORDABILITY  FACTORS  AND  FINANCIAL  GAP 
ANALYSIS: 

Using  data  provided  by  TSEP  applicants,  DOC  conducted  extensive  financial  affordability  and  gap 
analysis.   The  results  are  summarized  for  the  purpose  of  clarity.   The  following  conclusions  are 
based  on  a  very  conservative  analysis  of  the  variance  between  actual  and  target  rates  for  the 
combination  of  water  and  wastewater  systems  and  on  the  amount  of  additional  debt  capacity  that 
can  be  supported  by  that  variance.   The  combination  rate  for  the   water  and  wastewater  systems 
was  used  to  ensure  that  low  rates  in  one  system  would  not  ignore  high  rates  that  may  be  present 
in  the  other  system.   Also,  target  rate  levels  were  reduced  by  10  percent  and  the  final  estimate  of 
additional  debt  capacity  was  reduced  by  an  amount  ranging  from  $500,000  to  $3  million, 
depending  on  the  number  of  households  served  by  the  applicant,  to  provide  a  "financial  safety 
margin"  for  applicants. 

1 .  Instead  of  receiving  the  TSEP  grant,  does  the  Applicant  have  the  capacity  to  borrow  the  funds 
requested? 

No 

2.  What  would  be  the  user  rates  for  the  Applicant's  combined  water  and  wastewater  systems  as 
a  percentage  of  target  rates  (assuming  full  TSEP  grant  assistance)? 

104%  of  the  target  affordable  rate. 

3.  What  would  be  the  user  rates  for  the  Applicant's  combined  water  and  wastewater  systems  as 
a  percentage  of  target  rates  (assuming  no  TSEP  grant  assistance)  ? 

109%  of  the  target  affordable  rate. 
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PROJECT  NO.  9 

APPLICANT:  GARDINER  -  PARK  COUNTY  WATER  DISTRICT 

PROJECT  NAME:  Water  System  Improvements 

AMOUNT  OF  TSEP  REQUEST:  $    300,000   Grant 

OTHER  FUNDING  SOURCES:  $    115,000   Local  Funds 

$    478.300   FmHA  Loan 
Total  Other  $    593,300 

Total  Project  Costs  $    893,300 

Percent  of  Local  Match  66.42% 

PROJECT  SUMMARY: 

This  project  calls  for  treatment  of  the  water  source  for  radon  contamination,  protection  of  the 
water  source  from  surface  contamination,  correction  of  the  chlorination  system,  development  of  a 
new  well  and  installation  of  a  second  river  crossing  (new  water  linejto  enhance  fire  flow  capacity 
and  system  assurance.    All  of  the  proposed  improvements  are  related  to  eliminating  a  health  and 
safety  threat  and  avoiding  further  violations  of  state  non-degradation  policies. 

OVERALL  RANKING  ON  10  STATUTORY  PRIORITIES  (90-6-710  (2)  MCA): 

The  project  received  4,250  points  out  of  5,500  total  possible  points.   The  project  ranks  8th  out  of 
20  applications.    See  detailed  description  of  ranking. 

DOC  RECOMMENDATION  ON  FINANCIAL  ASSISTANCE  (90-6-710  (1)  MCA): 

1 .  The  Applicant  does  not  have  the  financial   capacity  to  borrow  the  funds  requested  (as  an 
alternative  to  receiving  a  TSEP  grant).   This  is  an  affordability  problem  for  the  ratepayers. 

2.  Without  the  TSEP  grant,  the  combined  water  and  wastewater  rate  charged  to  households 
would  be  1 12%  of  the  target  rate,  which  indicates  an  affordability  problem. 

3.  Without  the  TSEP  grant,  the  individual  water  rate  charged  to  households  would  be  1  39%  of 
the  target  rate,  which  indicates  a  serious  affordability  problem  for  the  ratepayers. 

4.  Thus,  DOC   recommends  $300,000  in  TSEP  grant  funds  for  this  project. 

STAGE  ONE  OF  RANKING  -  RATIONALE  FOR  RANKING  ON  TEN  STATUTORY  PRIORITIES: 

PRIORITY  #1:  SOLVES  URGENT  HEALTH/SAFETY  PROBLEM 

There  are  several  serious  deficiencies  with  the  Applicant's  water  supply  that  will  be  corrected  by 
this  project,  including: 

Radon  in  one  well  is  nearly  twice  the  limit  set  by  EPA.   The  water  source  (well)  would  be 
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treated  for  radon  contamination  to  comply  with  federal  regulations; 

The  spring  is  contaminated  from  surface  water  run  off  and  burrowing  animals.   The  water 

source  (spring)  would  be  protected  from  surface  contamination  and  access  by  animals; 

The  chlorination  system  at  the  spring  allows  chlorinated  water  to  overflow  on  to  the  ground 

and  into  a  ditch  which  leads  to  the  Yellowstone  River.   The  system  would  be  corrected  to 

eliminate  this  problem;  and, 

A  single  water  pipe  crosses  the  river  and  it  has  a  restricted  fire  flow.   A  new  well  would  be 

developed  to  provide  an  additional  source  to  the  system  in  order  to  meet  system  demand  and 

comply  with  Department  of  Health  and  Environmental  Sciences  (DHES)  Water  Quality  Bureau 

(WQB)standards.    In  addition,  a  second  river  crossing  would  be  installed  to  enhance  fireflow 

capacity  to  the  community  and  ensure  against  system  loss  should  the  existing  crossing  fail. 

The  entire  town  is  effected  by  many  of  these  problems  and  the  south  side  in  particular  if  the 
water  pipe  crossing  the  river  were  to  fail.   The  problems  are  existing,  continual  and  chronic.   A 
Gardiner  school  was  lost  to  fire  in  1985  due  to  the  inadequate  water  supply.    Future  fires  pose  a 
serious  safety  hazard  and  substantial  property  loss.   The  presence  of  radon  in  the  water  poses  a 
serious  health  hazard  as  it  is  released  into  the  air  when  water  flows  from  taps  in  homes.   The 
contamination  of  the  surface  water  in  the  spring  box  poses  a  serious  health  hazard.   The  chlorine 
overflow  problem  poses  potential  environmental  damage  to  the  Yellowstone  River.   The  potential 
loss  of  water  to  the  south  side  of  Gardiner  would  be  extremely  serious  if  the  single  water  source 
crossing  the  river  were  to  fail. 
RANKING:      BEST  RESPONSE  -  1000  POINTS  OUT  OF  1000  POINTS  POSSIBLE 


PRIORITY  #2:  MEETS  HEALTH/SAFETY  STANDARDS 

While  the  proposed  project  is  not  necessary  to  comply  with  a  court  order  or  a  state  or  federal 
agency  directive,  the  Gardiner/Park  County  Water  District  received  correspondence  from  DHES 
stating  that  "Discharge  of  chlorinated  overflows  to  the  state  waters  is  a  violation  of  the  Montana 
Water  Quality  Act."   There  is  clear  documentation  that  the  current  condition  of  the  public  facility 
violates  a  state  or  federal  health  or  safety  standard.   The  water  system  needs  another  water 
source  (well)  to  comply  with  the  WQB  Circular  13.2.1.2,  contamination  of  the  spring  source 
violates  the  1 986  Amendments  to  the  Safe  Drinking  Water  Act,  and  the  chlorinated  water 
overflows  which  leads  to  the  Yellowstone  River  (state  waters)  violates  the  Clean  Water  Act 
objectives  for  maintaining  the  biological  integrity  of  United  States  waters.   According  to  reported 
radon  levels,  these  are  nearly  twice  the  EPA  acceptable  level. 
RANKING:      ABOVE  AVERAGE  RESPONSE  -  675  POINTS  OUT  OF  900  POINTS  POSSIBLE 

PRIORITY  #3:  PROVIDES  COST  EFFECTIVE  TECHNICAL  DESIGN 

The  DOC  review  engineer  indicated  that  the  project  will  thoroughly  address  the  problem  and 
provide  a  reasonably  complete  and  long-term  solution  for  compliance  with  the  health  or  safety 
standards.   The  one  deficiency  in  the  project  is  that  the  WQB  noted  in  a  letter  that  they  are 
concerned  about  the  capacity  of  the  transmission  line  from  the  airport  well.   They  indicated  that 
the  line  is  undersized  for  the  capacity  of  the  booster  pump  and  that  this  also  would  not  allow  the 
proposed  new  well  to  pump  in  parallel.   The  concern  about  the  capacity  of  the  transmission  line 
from  the  airport  well  being  undersized  for  the  capacity  of  the  booster  pump  could  increase  the 
cost  if  enlarged.    Gardiner  has  already  installed  meters. 
RANKING:      ABOVE  AVERAGE  RESPONSE  -  600  POINTS  OUT  OF  800  POINTS  POSSIBLE 
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PRIORITY  #4:  BENEFITS  PUBLIC  COMPARED  TO  DOLLAR  REQUEST 

The  water  system  is  already  metered.   The  amount  of  TSEP  funds  requested  is  $1 ,034.48  per 

household,  based  on  290  households  in  the  project  area. 

RANKING:      ABOVE  AVERAGE  RESPONSE  -  525  POINTS  OUT  OF  700  POINTS  POSSIBLE 

PRIORITY  #5:  REFLECTS  GREATER  FINANCIAL  NEED  (COMPETITIVE  RANKING 

INDICATORS): 

(Lower  ranking  indicates  greater  financial  need.  For  example,  ranking  1st  indicates  greatest 
financial  need;  ranking  21st  indicates  least  financial  need.) 

Indicator  1 .  Household  Economic  Condition: 

MHI  $      25,923 

%  Persons  at  or  below  LMI  28  % 

%  Persons  at  or  below  Poverty  8  % 

Household  Economic  Condition  Ranking:     20th  in  the  field  of  21  applications 

Analysis  for  Gardiner-Park  County's  Water  System  Improvements  request  shows  that  the  median 
income  of  the  district's  households  is  quite  high  (20th  lowest  of  21 )  among  applicants  for  the 
1994-95  TSEP  financing  cycle  and  that  the  relative  concentration  of  persons  living  at  or  below  the 
levels  of  poverty  and  "low  and  moderate"  income  is  quite  low  (20th  of  the  21  applicants  for  both 
measures).   This  combination  of  factors  impacting  the  economic  condition  of  households  produces 
a  rank  of  20th  of  the  21  applicants  for  the  first  competitive  indicator. 

Indicator  2.  User  Charges  and  Taxes  %  MHI  (Affordability  Index): 

Avg.  Total  User  Charges  per  Household  $  648.60 

Avg.  Total  Taxes  per  Household  $  686.24 

Avg.  Residential  Value  $  51,485 
User  Charges  and  Taxes  %  MHI  Index  5.15  % 

User  Charges  and  Taxes  %  MHI  Ranking:     14th  in  the  field  of  21  applications 

Households  in  Gardiner-Park  County  Water  District  are  subject  to  a  combination  of  property  taxes 
levied  to  support  school  districts  and  county  governments,  plus  user  charges  associated  with 
utilities,  representing  one  of  the  larger  total  amounts  among  21  applicants.   These  costs, 
measured  against  a  median  household  income  that  is  quite  high,  cause  the  district  to  rank  14th 
among  applicants  in  regard  to  the  second  indicator  -  total  local  government  costs  divided  by 
median  household  income. 

Indicator  3.  Change  in  Financial  Need  w/o  Grant: 

Additional  Debt  w/o  Grant  $     300,000 

Number  of  Households  290 

Monthly  Debt  Service/HH  on  Added  Debt   $  8.29 

Change  Ranking:     7th  in  the  field  of  21  applications 
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The  third  competitive  indicator,  the  change  in  financial  need,  is  a  measure  of  the  impact  that 
would  be  felt  if  it  were  necessary  for  the  local  government  to  borrow  the  grant  funds.    For  the 
$300,000  TSEP  grant  requested,  the  relatively  large  calculated  rate  increase  for  district 
households  produces  a  ranking  of  7th  of  21  applicants  for  this  measure. 

Overall  Competitive  Ranking:     16th  in  the  field  of  21  applications 

RANKING:      AVERAGE  RESPONSE  -  300  POINTS  OUT  OF  600  POINTS  POSSIBLE 

PRIORITY  #6:  OBTAINS  FUNDS  FROM  OTHER  SOURCES 

Other  funding  for  this  project  include:  FmHA  loan/$478,300and  District  cash/$1 1  5,000.  This 
project  will  be  funded  with  approximately  66  percent  non-TSEP  funds.   The  project  will  leverage 
$1  TSEP  to  $1 .99  non-TSEP.   The  district  cash  is  fully  committed.   The  FmHA  loan  is  not  yet 
committed.     The  Applicant  identified  numerous  alternative  sources  of  funding  and  provided 
analysis  as  to  why  each  was  not  appropriate. 
RANKING:      ABOVE  AVERAGE  RESPONSE  -  375  POINTS  OUT  OF  500  POINTS  POSSIBLE 

PRIORITY  #7:  PROVIDES  LONG-TERM,  FULL-TIME  JOBS  FOR  MONTANANS 

This  project  represents  a  general  infrastructure  improvement  and  as  such  does  not  directly  result 
in  the  creation  or  retention  of  a  substantial  number  of  long-term,  full-time  jobs  for  Montanans. 
The  loss  of  water  (at  the  river  crossing)    would  have  a  significant  impact  on  businesses  on  the 
south  side  of  the  river.     The  various  problems  with  the  water  system  could  impact  business  in 
general,  but  especially  those  that  provide  services  to  the  well  developed  tourist  industry.    In 
1993,  a  local  motel  was  denied  its  request  for  a  4"  water  service  for  a  planned  three  story 
development.   The  water  system  did  not  have  the  capacity  at  the  site  due  to  the  restriction  posed 
by  the  single  main  river  crossing.   This  would  have  resulted  in  additional  full-time  jobs  being 
created. 
RANKING:      ABOVE  AVERAGE  RESPONSE  -  300  POINTS  OUT  OF  400  POINTS  POSSIBLE 

PRIORITY  #8:  ALLOWS  EXPANSION  OF  BUSINESS 

This  project  is  part  of  a  general  infrastructure  improvement,  and  as  such  is  not  directly  related  to 
the  expansion  of  a  particular  business  that  has  a  high  potential  for  financial  success.   As 
previously  mentioned,  in  1993,  a  local  motel  was  denied  its  request  for  a  4"  water  service  for  a 
planned  three  story  development.   The  water  system  did  not  have  the  capacity  at  the  site  due  to 
the  restriction  posed  by  the  single  main  river  crossing. 
RANKING:      ABOVE  AVERAGE  RESPONSE  -  225  POINTS  OUT  OF  300  POINTS  POSSIBLE 

PRIORITY  #9:  MAINTAINS  TAX  BASE 

If  a  failure  occurred  at  the  river  crossing  there  is  potential  for  loss  of  business  due  to  relocation  of 

businesses  thereby  decreasing  the  tax  base. 

RANKING:      ABOVE  AVERAGE  RESPONSE  -  150  POINTS  OUT  OF  200  POINTS  POSSIBLE 

PRIORITY  #10:         HAS  STRONG  COMMUNITY  SUPPORT 

The  Applicant  provided  thorough  documentation  showing  very  active  citizen  participation.    A 
public  hearing  for  the  TSEP  project  was  held  on  June  2,  1994.   An  announcement  of  the  hearing 
was  published  in  the  newspaper  and  in  a  community  newsletter.    Information  sheets  were 
distributed  at  the  hearing  that  provided  an  explanation  of  the  project  and  the  projected  costs  per 
household.    Minutes  of  the  hearing  indicate  that  the  public  was  fully  informed  of  the  project,  the 
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costs  involved  and  the  projected  costs  per  household.    One  newspaper  article  was  provided 
concerning  the  hearing.    In  1  993  a  Community  Needs  Assessment  Survey  was  completed.   The 
survey  had  a  high  response  rate  of  68  percent.    Support  for  the  project  was  evidenced  by  the  fact 
that  over  95  percent  of  the  respondents  were  in  favor  of  pursuing  state  and  federal  loan  and/or 
grant  funding  for  the  project.   The  Gardiner/Park  County  Water  District  has  responsibility  for  only 
the  water  system  in  the  community.   The  district  has  a  master  plan  for  the  water  system  that 
serves  as  the  planning  document  for  capital  expenditures  for  the  district.   The  project  activities 
represented  in  the  application  are  the  highest  ranking  priorities  in  the  plan. 
RANKING:      BEST  RESPONSE  -  100  POINTS  OUT  OF  100  POINTS  POSSIBLE 

TOTAL  POINTS  ON  10  PRIORITIES:  4,250  POINTS  OUT  OF  5,500  POINTS  POSSIBLE 

STAGE  TWO  OF  RANKING  -  AFFORDABILITY  FACTORS  AND  FINANCIAL  GAP 
ANALYSIS: 

Using  data  provided  by  TSEP  applicants,  DOC  conducted  extensive  financial  affordability  and  gap 
analysis.   The  results  are  summarized  for  the  purpose  of  clarity.   The  following  conclusions  are 
based  on  a  very  conservative  analysis  of  the  variance  between  actual  and  target  rates  for  the 
combination  of  water  and  wastewater  systems  and  on  the  amount  of  additional  debt  capacity  that 
can  be  supported  by  that  variance.   The  combination  rate  for  the   water  and  wastewater  systems 
was  used  to  ensure  that  low  rates  in  one  system  would  not  ignore  high  rates  that  may  be  present 
in  the  other  system.   Also,  target  rate  levels  were  reduced  by  10  percent  and  the  final  estimate  of 
additional  debt  capacity  was  reduced  by  an  amount  ranging  from  $500,000 to  $3  million, 
depending  on  the  number  of  households  served  by  the  applicant,  to  provide  a  "financial  safety 
margin"  for  applicants. 

1 .  Instead  of  receiving  the  TSEP  grant,  does  the  Applicant  have  the  capacity  to  borrow  the  funds 
requested? 

No 

2.  What  would  be  the  user  rates  for  the  Applicant's  combined  water  and  wastewater  systems  as 
a  percentage  of  target  rates  (assuming  full  TSEP  grant  assistance)? 

97%   of  the  target  affordable  rate. 

3.  What  would  be  the  user  rates  for  the  Applicant's  combined  water  and  wastewater  systems  as 
a  percentage  of  target  rates  (assuming  no  TSEP  grant  assistance)  ? 

1 1  2%  of  the  target  affordable  rate. 
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PROJECT  NO.  10 

APPLICANT:  CITY  OF  KALISPELL 

PROJECT  NAME:  Construction  of  the  Northside  Water  Well 

AMOUNT  OF  TSEP  REQUEST:  $    270,000      Grant 

OTHER  FUNDING  SOURCES:  $     228,105     Local  Funds 

$      50,000      DNRC  Grant 
Total  Other  $     278,105 

Total  Project  Costs  $     548,105 

Percent  of  Local  Match  50.74% 

PROJECT  SUMMARY: 

This  project  involves  correcting  fire  flow  deficiencies  and  service  interruptions  in  the  Kalispell 
water  system.    Due  to  recent  population  growth  in  the  Upper  Service  Zone,  the  city  is 
experiencing  inadequate  fire  flows  and  hazards  associated  with  sole  source  water  supply.   This 
inadequate  fire  flow  capacity  impacts  the  hospitals  and  extended  care  facilities  in  the  area. 
Certification  for  these  services  may  be  discontinued  if  adequate  water  supply  cannot  be 
guaranteed.   The  proposed  development  of  a  new  well  to  serve  as  a  second  water  supply  source 
is  expected  to  resolve  current  problems. 

OVERALL  RANKING  ON  10  STATUTORY  PRIORITIES  (90-6-710  (2)  MCA): 

The  project  received  4,225  points  out  of  a  5,500  total  possible  points.  The  project  ranks  10  out 
of  20  applications.    See  detailed  description  of  ranking. 

DOC  RECOMMENDATION  ON  FINANCIAL  ASSISTANCE  (90-6-710  (1)  MCA): 

1 .  The  Applicant  has  extensive  debt  capacity  related  to  the  water  system  and  the  combined 
wastewater  and  water  system.   Without  the  TSEP  grant,  both  the  proposed  water  rate  and 
proposed  combined  water  and  wastewater  rate  would  be  substantially  below  target  rates, 
indicating  they  would  be  affordable  for  the  ratepayers. 

2.  The  Applicant  has  extensive  debt  capacity  for  the  water  system.   Total  available  debt  capacity 
for  the  Kalispell  water  system,  is  estimated  at  $4,673,059.  DOC  "reduced"  the  debt  capacity,  for 
analysis  purposes  by  $3  million  in  order  to  factor  in  the  need  for  additional  debt  capacity  for  an 
emergency  reserve  and  for  future  projects  that  cannot  be  foreseen  by  the  Applicant  at  this  time. 
Even  given  this  conservative  $3  million  "financial  safety  margin"  allowed  for  debt  capacity,  the 
Applicant  still  has  an  estimated  $  1 ,673,059  available  to  pay  for  the  $270,000  requested  from 
TSEP. 

3.  Without  the  TSEP  grant,  the  Applicant's  combined  water  and  wastewater  rate  charged  to 
households  would  only  be  79%  of  the  target  rate,  which  does  not  indicate  an  affordability 
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problem  for  the  ratepayers.    If  the  Applicant  borrowed  the  funds,  the  estimated  combined  water 
and  wastewater  rate  per  household  per  month  would  only  be  $26.1 1 ,  which  is  the  second  lowest 
combined  rate  of  all  TSEP  applicants.   The  analysis  suggests  that  the  Applicant  could  borrow  the 
funds  requested  and  still  have  reasonably  affordable  user  rates. 

4.   Therefore,  DOC  does  not  recommend  TSEP  grant  funding  for  the  project.    Other  sources  of 
loan  or  private  bond  financing  are  appropriate  and  available  to  the  Applicant. 

STAGE  ONE  OF  RANKING  -  RATIONALE  FOR  RANKING  ON  TEN  STATUTORY 
PRIORITIES 

PRIORITY  #1:  SOLVES  URGENT  HEALTH/SAFETY  PROBLEM 

There  are  three  deficiencies  with  the  Applicant's  water  system  in  the  upper  zone:  1 )  inadequate 
residual  pressures  at  critical  locations,  2)  insufficient  fire  flow  to  service  the  larger  buildings,  and 
3)  the  single  source  of  supply  leaves  the  system  vulnerable  to  mechanical  failure.     Potential 
failure  of  the  single  source  would  result  in  no  water  being  available  to  suppress  fires  which  would 
result  in  property  damage  and  a  public  health  and  safety  risk.    Low  pressure  may  also  result  in  an 
inability  to  suppress  a  fire  especially  at  a  large  institution  and  could  result  in  backflow 
contamination  which  presents  a  potential  public  health  risk.   There  are  approximately  630  homes 
or  2000  people  and  several  large  institutions  such  as  hospitals  and  schools  in  the  upper  service 
zone  which  could  be  directly  impacted  by  low  pressures  and  the  subsequent  inadequate  and 
unreliable  fire  flows.    Loss  of  the  institutions  would  affect  the  entire  town  and  other  people  in  the 
region.   The  problem  related  to  suppressing  fires  is  sporadic  in  that  it  only  occurs  during  fire 
events,  but  very  probable  at  some  time  in  the  future.   The  problem  related  to  low  pressure  and 
backflow  contamination  is  sporadic  but  again  highly  probable.   The  problem  related  to  failure  of 
the  water  supply  to  the  upper  zone  is  a  potentiality. 
RANKING:     BEST  RESPONSE  -  1000  POINTS  OUT  OF  1000  POINTS  POSSIBLE 

PRIORITY  #2:  MEETS  HEALTH/SAFETY  STANDARDS 

The  Department  of  Health  and  Environmental  Sciences  (DHES)  Licensing  and  Certification  Bureau 
and  the  Health  Care  Financing  Administration  in  the  federal  Department  of  Health  and  Human 
Services  have  both  written  letters  threatening  to  revoke  health  services  licenses  if  the  fire  flow 
problems  are  not  addressed.   This  suggests  the  problem  represents  a  significant  public  safety  risk. 
However,  no  court  order  or  agency  enforcement  order  has  been  issued  to  the  city  or  to  the  health 
care  facilities.   The  Applicant  indicated  that  the  system  does  not  appear  to  meet  the  uniform  fire 
code  for  some  of  the  larger  buildings  in  the  upper  service  zone.      Therefore,  inadequate  fire  flows 
to  the  larger  buildings  such  as  hospitals  and  schools  represent  a  significant  public  safety  concern. 
The  DOC  review  engineer  indicated  that  the  application  did  not  clearly  define  the  target  fire  flow 
so  it  is  difficult  to  determine  if  the  proposed  solution  completely  solves  the  problem.    Low 
pressures  in  the  distribution  system  subject  the  system  to  possible  backflow  contamination,  are  a 
violation  of  public  drinking  water  standards,  and  are  considered  a  serious  public  health  risk.   The 
Applicant  did  note  that  recommended  fire  flows  and  pressures  cannot  be  attained  without  certain 
distribution  system  improvements.   Accordingly,  the  project  does  not  appear  to  be  a  complete 
solution  to  the  problem,  although  the  well  is  a  logical  and  necessary  component  to  the  overall  plan 
to  improve  fire  flows  and  low  pressures. 
RANKING:    ABOVE  AVERAGE  RESPONSE  -  675  POINTS  OUT  OF  900  POINTS  POSSIBLE 

PRIORITY  #3:  PROVIDES  COST  EFFECTIVE  TECHNICAL  DESIGN 

The  DOC  review  engineer  indicated  that  the  application  did  not  clearly  define  the  target  fire  flow 
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so  it  is  difficult  to  determine  if  the  proposed  solution  completely  solves  the  problem.   The 
application  did  note  that  recommended  fire  flows  and  pressures  cannot  be  attained  without  certain 
distribution  system  improvements.   Accordingly,  the  project  does  not  appear  to  be  a  complete 
solution  to  the  problem,  but  the  DOC  review  engineer  indicated  that  the  well  is  a  logical  and 
necessary  component  to  the  overall  plan  to  improve  fire  flows,  low  pressures  and  reducing  the 
risk  of  a  single  source  supply.    It  needs  to  be  coupled  with  distribution  system  improvements. 
The  DOC  review  engineer  indicated  even  with  two  supplies,  the  system  lacks  a  storage 
component  which  would  reduce  the  reliance  on  the  mechanical  equipment  and  susceptibility  to 
power  outages.   Additional  storage  capacity  reduces  some  of  the  reliance  on  mechanical  pumping 
equipment.     The  DOC  review  engineer  felt  that  storage  should  probably  be  considered  a  higher 
priority.   The  system  is  already  metered  and  user  fees  are  based  on  actual  usage. 
RANKING:  ABOVE  AVERAGE  RESPONSE  -  600  POINTS    OUT  OF  800  POINTS  POSSIBLE 

PRIORITY  #4:    BENEFITS  PUBLIC  COMPARED  TO  DOLLAR  REQUEST 

The  project  does  not  appear  to  be  a  complete  solution  to  the  problem,  although  the  well  is  a 
logical  and  necessary  component  to  the  overall  plan  to  improve  fire  flows,  low  pressures  and 
reducing  the  risk  of  a  single  source  supply.    It  needs  to  be  coupled  with  distribution  system 
improvements.    Even  with  two  supplies,  the  system  lacks  a  storage  component  which  would 
reduce  the  reliance  on  the  mechanical  equipment  and  susceptibility  to  power  outages.   Additional 
storage  capacity  reduces  some  of  the  reliance  on  mechanical  pumping  equipment.     Storage 
should  probably  be  considered  a  higher  priority.     The  amount  of  TSEP  funds  requested  is 
$428.57  per  household,  based  on  630  households  in  the  project  area,  although  this  does  not  take 
into  account  several  large  institutions  in  the  project  area  that  would  also  benefit  by  this  project. 
RANKING:    ABOVE  AVERAGE  RESPONSE  -  525  POINTS    OUT  OF  700  POINTS  POSSIBLE 

PRIORITY  #5:    REFLECTS  GREATER  FINANCIAL  NEED  (COMPETITIVE  RANKING 
INDICATORS): 

(Lower  ranking  indicates  greater  financial  need.  For  example,  ranking  1st  indicates  greatest 
financial  need;  ranking  21st  indicates  least  financial  need.) 

Indicator  1.  Household  Economic  Condition: 

MHI  $        19,950 

%  Persons  at  or  below  LMI  41  % 

%  Persons  at  or  below  Poverty  1  6.2  % 

Household  Economic  Condition  Ranking:     7th  in  the  field  of  21  applications 

Analysis  shows  that  the  median  income  of  the  city's  households  is  in  the  mid-range  (9th  lowest  of 
21 )  among  applicants  for  the  1  994-95  TSEP  financing  cycle  and  that  the  relative  concentration  of 
persons  living  at  or  below  the  levels  of  poverty  and  "low  and  moderate"  income  is  relatively  high 
(9th  and  7th  of  the  21  applicants).   This  combination  of  factors  impacting  the  economic  condition 
of  households  produces  a  rank  of  7th  of  the  21  applicants  for  the  first  competitive  indicator. 

Indicator  2.  User  Charges  and  Taxes  %  MHI  (Affordability  Index): 

Avg.  Total  User  Charges  per  Household      $       386.16 
Avg.  Total  Taxes  per  Household  $       954.47 

Avg.  Residential  Value  $       59,904 
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User  Charges  and  Taxes  %  MHI  Index  6.72  % 

User  Charges  and  Taxes  %  MHI  Ranking:     4th  in  the  field  of  21  applications 

Households  in  the  City  of  Kalispell  are  subject  to  a  combination  of  property  taxes  levied  to  support 
school  districts  and  city  and  county  governments,  plus  user  charges  associated  with  city  utilities, 
representing  one  of  the  larger  total  amounts  among  applicants.   These  costs,  measured  against  a 
median  household  income  in  the  mid-range,  cause  Kalispell  to  rank  4th  among  21  applicants  in 
regard  to  the  second  indicator  -  total  local  government  costs  divided  by  median  household  income. 

Indicator  3.  Change  in  Financial  Need  w/o  Grant: 

Additional  Debt  w/o  Grant  $     270,000 

Number  of  Households  5,222 

Monthly  Debt  Service/HH  on  Added  Debt   $  .41 

Change  Ranking:     18th  in  the  field  of  21  applications 

The  third  competitive  indicator,  the  change  in  financial  need,  is  a  measure  of  the  impact  that 
would  be  felt  if  it  were  necessary  for  the  local  government  to  borrow  the  grant  funds.    For  the 
$270,000  TSEP  grant  requested,  the  small  calculated  rate  increase  for  Kalispell  households 
produces  a  ranking  of  18th  of  21  applicants  for  this  measure. 

Overall  Competitive  Ranking:     5th  in  the  field  of  21  applications.   The  Applicant  was  ranked 
"Above  Average"  rather  than  "Best"  because  it  has  substantial  debt  capacity,  in  addition  to 
low  water  and  combined  water  and  wastewater  rates  compared  to  the  target  rates. 
RANKING:    ABOVE  AVERAGE  RESPONSE  -  450  POINTS    OUT  OF  600  POINTS  POSSIBLE 

PRIORITY  #6:    OBTAINS  FUNDS  FROM  OTHER  SOURCES 

Other  funds  that  will  be  used  to  fund  this  project  include:  water  revenues/$228,105  and  DNRC 

grant/$50,000.  This  project  will  be  funded  with  almost  51  percent  non-TSEP  funds.   The 

proposed  project  will  leverage  $1 .00  TSEP  to  $1 .00  non-TSEP  funds.   The  DNRC  grant  is 

uncommitted.    Presently,  $184,000  of  the  $228,105  from  water  revenues  is  committed  in  the 

fiscal  year  1995  budget.   The  remaining  portion  of  the  $228,105  will  be  committed  in  the  1996 

budget. 

RANKING:    AVERAGE  RESPONSE  -  250  POINTS    OUT  OF  500  POINTS  POSSIBLE 

PRIORITY  #7:    PROVIDES  LONG-TERM,  FULL-TIME  JOBS  FOR  MONTANANS 

This  project  represents  a  general  infrastructure  improvement  and  as  such  does  not  directly  result 
in  the  creation  or  retention  of  a  substantial  number  of  long-term,  full-time  jobs  for  Montanans. 
The  upper  service  zone  currently  has  numerous  medical  facilities  including  a  hospital,  extended 
care  facilities  and  private  medical  clinics.   This  sector  of  the  economy  has  been  expanding  rapidly 
in  recent  years.    In  addition,  the  DHES  has  indicated  that  the  substandard  fire  flow  capabilities  in 
the  upper  service  zone  are  jeopardizing  the  certification  of  new  and  existing  extended  care 
facilities  or  hospital  expansion  projects.   This  would  probably  impact  the  creation  and  retention  of 
a  substantial  number  of  full-time  jobs  in  the  medical  industry  in  Kalispell. 
RANKING:    ABOVE  AVERAGE  RESPONSE  -  300  POINTS  OUT  OF  400  POINTS  POSSIBLE 

PRIORITY  #8:    ALLOWS  EXPANSION  OF  BUSINESS 

This  project  is  part  of  a  general  infrastructure  improvement,  and  as  such  is  not  directly  related  to 
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the  expansion  of  a  business  that  has  a  high  potential  for  financial  success.   The  Applicant 
indicates  that  under  the  present  circumstances,  all  major  development  projects  in  the  upper 
service  zone  are  subject  to  a  stringent  review  of  water  supply  and  fire  suppression  criteria.   The 
Applicant  also  indicated  that  one  development  project  on  the  horizon  is  a  medial  campus  which  is 
being  designed  for  the  Kalispell  Regional  Hospital,  but  no  documentation  was  provided  regarding 
the  project.   The  DHES  willingness  to  certify  such  a  project  without  an  additional  water  supply  is 
doubtful. 
RANKING:    ABOVE  AVERAGE  RESPONSE  -  225  POINTS  OUT  OF  300  POINTS  POSSIBLE 

PRIORITY  #9:    MAINTAINS  TAX  BASE 

The  upper  service  zone  is  the  site  of  significant  residential  and  medical-commercial  development, 

and  therefore,  would  clearly  support  the  expansion  of  the  tax  base. 

RANKING:    ABOVE  AVERAGE  RESPONSE  -  1  50  POINTS  OUT  OF  200  POINTS  POSSIBLE 

PRIORITY  #10:  HAS  STRONG  COMMUNITY  SUPPORT 

A  notice  of  a  public  hearing  regarding  the  TSEP  application,  held  in  June  1994,  was  provided. 
Only  a  brief  summary  of  the  hearing  was  provided  and  it  did  not  indicate  whether  the  public  was 
informed  of   the  estimated  cost  per  household  of  any  anticipated  increases  in  assessments  or  user 
charges.    No  other  public  participation  was  indicated.   An  engineering  analysis  for  the  upper 
service  zone  of  the  Kalispell  water  system  was  conducted  in  1 991 .  This  was  the  only 
documentation  provided  relating  to  Kalispell's  assessment  of  its  public  facilities  needs.    No 
reference  or  documentation  was  provided  related  to  a  public  facilities  plan  or  a  capital 
improvements  plan,  or  establishing  priorities. 
RANKING:    AVERAGE  RESPONSE  -  50  POINTS  OUT  OF  100  POINTS  POSSIBLE 

TOTAL  POINTS  ON  10  PRIORITIES:     4,225  POINTS  OUT  OF  5,500  POINTS  POSSIBLE 

STAGE  TWO  OF  RANKING  -  AFFORDABILITY  FACTORS  AND  FINANCIAL  GAP 
ANALYSIS: 

Using  data  provided  by  TSEP  applicants,  DOC  conducted  extensive  financial  affordability  and  gap 
analysis.   The  results  are  summarized  for  the  purpose  of  clarity.   The  following  conclusions  are 
based  on  a  very  conservative  analysis  of  the  variance  between  actual  and  target  rates  for  the 
combination  of  water  and  wastewater  systems  and  on  the  amount  of  additional  debt  capacity  that 
can  be  supported  by  that  variance.   The  combination  rate  for  the   water  and  wastewater  systems 
was  used  to  ensure  that  low  rates  in  one  system  would  not  ignore  high  rates  that  may  be  present 
in  the  other  system.   Also,  target  rate  levels  were  reduced  by  10  percent  and  the  final  estimate  of 
additional  debt  capacity  was  reduced  by  an  amount  ranging  from  $500,000 to  $3  million, 
depending  on  the  number  of  households  served  by  the  applicant,  to  provide  a  "financial  safety 
margin"  for  applicants. 

1 .  Instead  of  receiving  the  TSEP  grant,  does  the  Applicant  have  the  capacity  to  borrow  the  funds 
requested? 

Yes 

2.  What  would  be  the  user  rates  for  the  Applicant's  combined  water  and  wastewater  systems  as 
a  percentage  of  target  rates  (assuming  full  TSEP  grant  assistance)? 

77%  of  the  target  affordable  rate. 

3.  What  would  be  the  user  rates  for  the  Applicant's  combined  water  and  wastewater  systems  as 
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a  percentage  of  target  rates  (assuming  no  TSEP  grant  assistance)  ? 
79%  of  the  target  affordable  rate. 
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PROJECT  NO.  11 

APPLICANT:  CITY  OF  DILLON 

PROJECT  NAME:  Wastewater  System  Improvements 

AMOUNT  OF  TSEP  REQUEST:  $      407,500        Grant 

OTHER  FUNDING  SOURCES:  $       661,000       SRF  Loan 

$  9,500      Local  Funds  (City  Sewer  Fund) 

Total  Other  $      670,500 

Total  Project  Costs  $    1,078,000 

Percent  of  Local  Match  62.2% 

PROJECT  SUMMARY: 

This  project  is  designed  to  satisfy  the  state  and  federal  wastewater  discharge  permit  regulations 
and  correct  sewage  discharge  violations  by  the  City  of  Dillon  .   The  project  calls  for  reuse  of  the 
two  existing  sewage  lagoons  and  installation  of   new  aeration  equipment  and  replacement  of  the 
large  thirty-six  acre  facultative  lagoon  with  a  new  six  and  one  half  acre  mechanically  aerated 
lagoon  and  settling  pond.    Project  improvements  will  increase  sewage  treatment  capacity  and 
improve  suspended  solids  removal,  thereby  correcting  problems  cited  by  DHES,  including  poor 
aeration  equipment  efficiency,  poor  winter  time  performance  and  inadequate  detention  time. 

OVERALL  RANKING  ON  10  STATUTORY  PRIORITIES  (90-6-710  (2)  MCA): 

The  application  received  4,1  75  points  out  of  5,500  points  possible.   The  application  ranks  1 1th 
out  of  21  applications. 

DOC  RECOMMENDATION  ON  FINANCIAL  ASSISTANCE  (90-6-710  (1)  MCA: 

1 .  The  Applicant  has  extensive  debt  capacity  related  to  the  combined  wastewater  and  water 
systems.     Without  the  TSEP  grant,  both  the  proposed  wastewater  rate  and  combined  wastewater 
and  water  rate  would  be  substantially  below  target  rates.   The  Applicant  has  substantial  capacity 
to  borrow  additional  money  and  still  have  user  rates  within  the  affordable  range. 

2.  The  Applicant  has  extensive  debt  capcity  for  the  wastewater  system.   Total  available  debt 
capacity  for  the  Dillon  wastewater  system  is  estimated  at  $3,135,049.  DOC  "reduced"  the  debt 
capacity  for  analysis  purposes  by  $1  million  in  order  to  factor  in  the  need  for  additional  debt 
capacity  for  an  emergency  reserve  and  for  future  projects  that  cannot  be  foreseen  by  the 
Applicant  at  this  time.    Even  given  this  conservative  $1  million  "financial  safety  margin"  allowed 
for  debt  capacity,  the  Applicant  still  has  an  estimated  $2,1  35,049 available  to  pay  for  the 
$407,500  requested  from  TSEP. 

3.  Without  the  TSEP  grant,  the  Applicant's  combined  water  and  wastewater  rate  charged  to 
households  would  only  be  54%  of  the  target  rate,  which  does  not  indicate  an  affordability 
problem  for  the  ratepayers.   The  Applicant's  combined  rate  would  be  the  lowest  of  all  TSEP 
applicants.    If  the  Applicant  borrowed  the  $407,500,  the  estimated  cost  per  household  per 
month  would  only  be  $1  7.88  for  the  combined  water  and  wastewater  rate,  the  lowest  combined 
rate  of  all  applicants. 
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4.     Thus,  DOC  does  not  recommend  TSEP  grant  funding  for  the  project.    Other  sources  of  loan  or 
private  bond  financing  are  appropriate  and  are  available  to  the  Applicant.   The  State  Revolving 
Fund  (SRF)  loan  funds  are  available  as  one  viable  option. 

STAGE  ONE  OF  RANKING  -  RATIONALE  FOR  RANKING  ON  TEN  STATUTORY  PRIORITIES: 

PRIORITY  #1 :  SOLVES  URGENT  HEALTH/SAFETY  PROBLEM 

Dillon's  sewage  lagoons  are  at  or  near  capacity.  The  treatment  facility  is  unable  to  provide 
adequate  treatment  so  that  the  conditions  of  the  wastewater  discharge   permit  required  by  the 
Department  of  Health  and  Environmental  Sciences  (DHES)   can  be  met.   According  to  the  DOC 
review  engineer,   this   is  a  chronic  problem  with  permit  violations  going  back  to  1986.  Sewage  is 
discharged  into  the  Beaverhead  River.  Continued  discharge  of  sewage  into  the  Beaverhead  River 
may  contribute  to  pollution  of  the  river.  Therefore,  continued  discharge  of  inadequately  treated 
wastewater  could  possibly  lead  to  a  serious  illness  or  disease  outbreak  in  the  future.     Many  of 
the  residents  use  the  river  for  recreational  purposes.   The  DHES  discharge  permit  standard  is  set 
at  a  level  designed  to  protect  public  health.  The  DHES  has  ordered   corrective  action  by  Dillon  to 
resolve  the  discharge  problem.    DHES  has  also  ordered  the  notification  of  downstream  users  of 
the  Beaverhead  River.     In  addition,  the  Montana  Department  of   Fish,  Wildlife,  and  Parks  has 
expressed  concern  about  the  current  facility's  impact  on  the  river.  According  to  a  letter  from  the 
DHES,   if   the  sewage  were  not  discharged  into  the  river  the  sewage  would  back  up  into  the 
City's  outfall  sewer  line,  possibly  flooding  residences.   The  application  provided  no  documentation 
that  there  have  been  illnesses  or  disease  outbreaks  attributed  to  the  sewage  discharge  problem  at 
this  time. 

RANKING:  ABOVE  AVERAGE  RESPONSE  -    750  POINTS  OUT  OF  1000  POINTS 
POSSIBLE 

PRIORITY  #2:  MEETS  HEALTH/SAFETY  STANDARDS 

According  to  the  DOC  review  engineer,  the  proposed  project  is  clearly  necessary  to  comply  with 
DHES  requirements  that  the  City  make  improvements  to  the  wastewater  facility.   The  DHES  has 
issued  an  enforcement  letter   to  the  City  documenting  that  the  City  is  out  of  compliance  with  its 
wastewater  discharge    permit.    DHES  is  requiring  the  City  to  take  corrective  action.    Also,  the 
City's  own  sewage  discharge  monitoring  data,  documented  in  its  reports  to  the  DHES,  show  that 
the  facility  has  frequently  violated  the  DHES  permit  limits  for  Biochemical  Oxygen  Demand  (BOD) 
since  at  least  1986.  The  discharge  standard  is  set  at  a  level  designed  to  protect  public  health  and 
safety,  thus,  violation  of  that  standard  by  the  City  is  assumed  to  pose  public  health  and  safety 
and  environmental  threats.  The  proposed  construction  project  provides  a  reasonable,  long  term 
solution  that  should  bring  the  City's  wastewater  treatment  facility  into  regulatory  compliance  for 
the  design  life  of  the  project,   which  is  20  years. 
RANKING:  BEST  RESPONSE    -  900  POINTS  OUT  OF  900  POINTS  POSSIBLE 

PRIORITY  #3:  PROVIDES  COST  EFFECTIVE  TECHNICAL  DESIGN 

According  to  the  DOC  design  engineer,  the  project  addresses  the  problem  for  the  design  life  of  the 
project,  20  years.  The  project  represents   the  most  cost-effective  and  appropriate  solution  for 
resolving  the  deficiencies  of  the  City's  wastewater  system.  According  to  the  DHES,  the 
engineering  option  selected  in  the  facility  plan  is  the  best  alternative. 
RANKING:    BEST  RESPONSE    -  800  POINTS  OUT  OF  800  POINTS  POSSIBLE 

PRIORITY  #4:  BENEFITS  PUBLIC  COMPARED  TO  DOLLAR  REQUEST 
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In   ranking   this  criterion,  the  magnitude  of  the  health  threat,  amount  of  funds  requested,  overall 
competitive  financial  ranking,  and  cost  effective  nature  of  the  engineering  design  were  compared 
and  analyzed.   The  proposed  project  clearly  violates  a  public  health  standard  (wastewater 
discharge)  and  this  is  assumed  to  pose  a  potential  health  threat.   The  health  threat  is  a  potential 
threat  as  the  application  did  not  document  actual  illnesses  or  disease  outbreaks  due  to  sewage 
discharge  into  the  Beaverhead  River  to  date.   The  amount  of  funds  requested  is  $407,500,  which 
is  relatively  high,    but  not  the  maximum  $500,000  allowed  by  the  TSEP.  The  amount  of  TSEP 
funds  requested  is  $328/household,  based  on  1 ,244  households.  Dillon's  overall  competitive 
financial  ranking  was  13  out  of  a  field  of  20  eligible  applicants,   indicating  lower  financial  need  for 
TSEP  assistance.  The  engineering  design  is  cost  effective  as  documented  by  the  DOC  review 
engineer  and  the  DHES  rated  the  engineering  design  as  a  "best." 
RANKING:    ABOVE  AVERAGE  RESPONSE  -    525  POINTS  OUT  OF  700  POINTS  POSSIBLE 

PRIORITY  #5:  REFLECTS  GREATER  FINANCIAL  NEED  (COMPETITIVE  RANKING 

INDICATORS): 

(Lower  ranking  indicates  greater  financial  need.  For  example,  ranking  1st  indicates  greatest 
financial  need;  ranking  21st  indicates  least  financial  need.) 

Indicator  1 .  Household  Economic  Condition: 

MHI  $        19,732 

%  Persons  at  or  below  LM  44  % 

%  Persons  at  or  below  Poverty  21.6% 

Household  Economic  Condition  Ranking:     4th  in  the  field  of  21  applications 

Analysis  for  Dillon's  Wastewater  System  Improvements  request  shows  that  the  median  income  of 
the  city's  households  is  relatively  low  (7th  lowest  of  21)  among  applicants  for  the  1994-95  TSEP 
financing  cycle  and  that  the  relative  concentration  of  persons  living  at  or  below  the  levels  of 
poverty  and  "low  and  moderate"  income  is  high  (4th  and  2nd  of  the  21  applicants).   This 
combination  of  factors  impacting  the  economic  condition  of  households  produces  a  rank  of  4th  of 
the  21  applicants  for  the  first  competitive  indicator. 

Indicator  2.  User  Charges  and  Taxes  %  MHI  (Affordability  Index): 

Avg.  Total  User  Charges  per  Household  $  259.92 

Avg.  Total  Taxes  per  Household  $  725.1 1 

Avg.  Residential  Value  $  47,050 
User  Charges  and  Taxes  %  MHI  Index  4.99  % 

User  Charges  and  Taxes  %  MHI  Ranking:     15th  in  the  field  of  21  applications 

Households  in  the  City  of  Dillon  are  subject  to  a  combination  of  property  taxes  levied  to  support 
school  districts  and  city  and  county  governments,  plus  user  charges  associated  with  city  utilities, 
representing  smaller  total  amounts  among  applicants.   These  costs,  measured  against  a  relatively 
low  median  household  income,  cause  Dillon  to  rank  15th  among  21  applicants  in  regard  to  the 
second  indicator  -  total  local  government  costs  divided  by  median  household  income. 

Indicator  3.  Change  in  Financial  Need  w/o  Grant: 
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Additional  Debt  w/o  Grant  $     407,500 

Number  of  Households  1,244 

Monthly  Debt  Service/HH  on  Added  Debt   $  2.22 

Change  Ranking:     10th  in  the  field  of  21  applications 

The  third  competitive  indicator,  the  change  in  financial  need,  is  a  measure  of  the  impact  that 
would  be  felt  if  it  were  necessary  for  the  local  government  to  borrow  the  grant  funds.    For  the 
$407,500 TSEP  grant  requested,  the  calculated  rate  increase  for  Dillon  households  is  in  the 
mid-range  and  produces  a  ranking  of  10th  of  21  applicants  for  this  measure. 

Overall  Competitive  Ranking:     13th  in  the  field  of  21  applications 
RANKING:  AVERAGE  RESPONSE  -  300  POINTS  OUT  OF  600  POINTS  POSSIBLE 

PRIORITY  #6:  OBTAINS  FUNDS  FROM  OTHER  SOURCES 

The  Applicant  proposes  to  borrow  $661 ,000 matching  funds  from  the  State  Revolving  Fund  (SRF) 
and  to  provide  $9,500  of  local  City  sewer  funds.  The  SRF  and  local  funds  are  committed.  The 
matching  percentage  is  62.2%  of  the  total  project  cost.  This  Applicant  ranks  7th  out  of  20 
applicants  in  terms  of  percentage  of  matching  funds. 
RANKING:    ABOVE  AVERAGE  RESPONSE  -  375  POINTS  OUT  OF  500  POINTS  POSSIBLE 

PRIORITY  #7:  PROVIDES  LONG-TERM,  FULL-TIME  JOBS  FOR  MONTANANS 

This  wastewater  project  represents  a  general  infrastructure  improvement  and  as  such  does  not 
directly  result  in  the  creation  or  retention  of  an  identifiable  number  of  long-term,  full-time  jobs  for 
Montanans  at  this  time.  The  project  would  improve  the  potential  for  future  economic  growth.  The 
application  stated  that  by  making  the  wastewater  improvements  the  Beaverhead  River  would  be 
protected  from  pollution  and  that  this  is  important  to  the  tourism  industry. 
RANKING:    AVERAGE  RESPONSE  -    200  POINTS  OUT  OF  400  POINTS  POSSIBLE 

PRIORITY  #8:  ALLOWS  EXPANSION  OF  BUSINESS 

The  wastewater  project  will  not  facilitate  the  expansion  of  a  specific  business  at  this  time. 

The  project  represents  a  general  infrastructure  improvement. 

RANKING:  AVERAGE  RESPONSE    -  150  POINTS  OUT  OF  300  POINTS  POSSIBLE 

PRIORITY  #9:  MAINTAINS  TAX  BASE 

The  wastewater  project  represents  a  general  infrastructure  improvement  which  may  facilitate  new 
development  and  economic  growth  which  could  increase  the  tax  base  in  the  future.  There  is  no 
current  business  which  would  expand  or  be  constructed  as  a  direct  result  of  the  project  at  this 
time  and  which  would  immediately  increase  the  tax  base. 
RANKING:  AVERAGE  RESPONSE    -  100  POINTS  OUT  OF  200  POINTS  POSSIBLE 

PRIORITY  #10:         HAS  STRONG  COMMUNITY  SUPPORT 

The  Applicant  held  a  public  hearing.     Nine  members  of  the  public  and  eleven  City  officials 
attended.  Minutes  of  the  hearing  were  included  in  the  application.  The  TSEP  program  was 
specifically  mentioned  at  the  hearing  and  in  a  legal  newspaper  advertisement  announcing  the 
hearing.  Articles  about  the  proposed  project  were  published  in  the  newspaper.  The  proposed  rates 
to  which  the  citizens  would  be  subjected  were  mentioned.  The  application  included  four  letters  of 
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support  for  the  project. 

RANKING:      ABOVE  AVERAGE  RESPONSE  -  75  POINTS  OUT  OF  100  POINTS  POSSIBLE 

TOTAL  POINTS  ON  10  PRIORITIES:     4,175  POINTS  OUT  OF  5,500  POINTS  POSSIBLE 

STAGE  TWO  OF  RANKING  -  AFFORDABILITY  FACTORS  AND  FINANCIAL  GAP 
ANALYSIS: 

Using  data  provided  by  TSEP  applicants,  DOC  conducted  extensive  financial  affordability  and  gap 
analysis.   The  results  are  summarized  for  the  purpose  of  clarity.   The  following  conclusions  are 
based  on  a  very  conservative  analysis  of  the  variance  between  actual  and  target  rates  for  the 
combination  of  water  and  wastewater  systems  and  on  the  amount  of  additional  debt  capacity  that 
can  be  supported  by  that  variance.   The  combination  rate  for  the   water  and  wastewater  systems 
was  used  to  ensure  that  low  rates  in  one  system  would  not  ignore  high  rates  that  may  be  present 
in  the  other  system.   Also,  target  rate  levels  were  reduced  by  10  percent  and  the  final  estimate  of 
additional  debt  capacity  was  reduced  by  an  amount  ranging  from  $500,000  to  $3  million, 
depending  on  the  number  of  households  served  by  the  applicant,  to  provide  a  "financial  safety 
margin"  for  applicants. 

1 .  Instead  of  receiving  the  TSEP  grant,  does  the  Applicant  have  the  capacity  to  borrow  the 
funds  requested? 

Yes. 

2.  What  would  be  the  user  rates  for  the  Applicant's  combined  water  and  wastewater  systems  as 
a  percentage  of  target  rates  (assuming  full  TSEP  grant  assistance)? 

48%of  the  target  affordable  rate. 

3.  What  would  be  the  user  rates  for  the  Applicant's  combined  water  and  wastewater  systems  as 
a  percentage  of  target  rates  (assuming  no  TSEP  grant  assistance)  ? 

54%  of  the  target  affordable  rate. 
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PROJECT  NO.  12 

APPLICANT:  CITY  OF  THOMPSON  FALLS 

PROJECT  NAME:  Phase  One  of  Sewer  System  Rehabilitation 

AMOUNT  OF  TSEP  REQUEST:  $    400,644  Grant 


OTHER  FUNDING  SOURCES: 

Total  Other 

Total  Project  Costs 

Percent  of  Local  Match 


$    269,322   FmHA  Grant  (55%) 

$    220,355   FmHA  Loan  (45%) 

$    489,677      (Changes  by  other  funding  sources 

updated  by  DOC) 
$    890,321    (Phase  One,  only) 

55% 


PROJECT  SUMMARY: 

Currently,  inadequate  sewer  lines  and  infiltration  of  water  into  the  sewers  causes  raw  sewage  to 
back  up  into  basements  of  homes  and  businesses,  causing  threats  to  public  health.    Periodically, 
raw  sewage  surfaces  on  the  ground  near  businesses   and  houses.    Phase  One  of  the  project  (the 
TSEP  request)  calls  for  removing  and  replacing  deteriorated  sewer  lines  and  bringing  the  pump 
station  to  ground  level.    Phase  One  is  the  first  step  in  a  three-phase  project  which  will 
comprehensively  upgrade  the  City's  sewage  system. 

OVERALL  RANKING  ON  10  STATUTORY  PRIORITIES  (90-6-710  (2)  MCA): 

The  application  received  4,125  points  out  of  5,500  points  possible.   The  application  ranks  12th 
out  of  21  applicants. 

DOC  RECOMMENDATION  ON  FINANCIAL  ASSISTANCE  (90-6-710  (1)  MCA): 

1 .  The  Applicant  does  not  have  the  financial  capacity  to  borrow  the  funds  requested  (as  an 
alternative  to  receiving  a  TSEP  grant).   This  is  an  affordability  problem. 

2.  Without  a  TSEP  grant,  the  Applicant's  combined  rates  for  the  water  and  wastewater  systems 
charged  to  households  would  be  169%  of  the  target  rate,  which  indicates  a  serious  affordability 
problem  for  the  ratepayers. 

3.  Without  a  TSEP  grant,  the  Applicant's  individual  wastewater  rate  charged  to  households 
would  be  303%  of  the  target  rate,  which  indicates  an  extreme  affordability  problem  for  the 
ratepayers.   The  rate  for  the  facility  to  be  assisted  (the  wastewater  rate  in  this  case)  is  the 
highest  of  all  TSEP  applicants. 

4.  Thus,  DOC  recommends  $400,644  in  TSEP  grant  funds  for  this  project. 
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STAGE  ONE  OF  RANKING  -  RATIONALE  FOR  RANKING  ON  TEN  STATUTORY 
PRIORITIES: 

PRIORITY  #1:  SOLVES  URGENT  HEALTH/SAFETY  PROBLEM 

The  Applicant's  current  sewer  system  does  not  function  properly.  Raw,  untreated  sewage  backs 
up  into  basements  of  houses  and  businesses  due  to  old,  deteriorated,   and  collapsed  sewer  lines 
and  other  problems.    Periodically,  raw  sewage  also  surfaces  on  the  ground  near  businesses  and 
homes.  Raw  sewage  is   discharged  into  the  Clark  Fork  River.  The  Montana  Department  of  Health 
and  Environmental  Sciences  (DHES)  stated  that  they  consider  the  situation  to  be  very  serious. 
Raw  sewage  poses  a  serious  health  threat  due  to  the  potential  for  the  spread  of  bacteria  and 
disease.  The  Town  is  also  chronically  in  violation  of  the  DHES  wastewater  discharge  permit.    In 
addition,  some  of  the  sewer  lines  are  susceptible  to  water  infiltration  from  the  river  or  other 
sources,   which  further  stresses  the  wastewater  system.    Many  of  the  sewer  trunk  lines  are  under 
river  water  when  the  river  is  at  full  pool  elevation.     According  to  the  preliminary  engineering 
report  submitted  in  the  application,  the  potential  for  catastrophic  failure  of   key  mains  or  the 
sewage  lift  station  could  put  the  entire  wastewater  system  out  of  commission  at  any  time.  The 
majority  of  the  residents  do  not  have  a  central  sewer,   instead  they  rely  on  individual  septic  tanks 
with  dry  wells  or  leach  fields.  Many  of  these  individual  systems  are  also  malfunctioning  and 
sewage  backups  have  occurred.  The  Applicant's   engineer  states  that  septic  discharge  (nutrients, 
nitrogen)   exceeds  the  density  allowed  under  current  DHES  regulations  in  all  areas  of  the  City. 
Soil  saturation  may  result  in  pathogenic  bacterial  contamination.   The  application  did  not 
document  instances  of  illnesses  or  diseases  as  a  result  of  the  deficiencies  at  this  time. 
RANKING:  BEST  RESPONSE  -  1000  POINTS  OUT  OF  1000  POINTS  POSSIBLE 

PRIORITY  #2:  MEETS  HEALTH/SAFETY  STANDARDS 

The  Applicant's  central  wastewater  system  clearly  and  chronically  violates  the  DHES  wastewater  P 

discharge  (NPDHES)  permit.  The  Applicant  did  not  include  letters  from  the  DHES  to  clarify  the 

permit  violation  situation;  however,  this  was  verified  by  the  DHES.  The  discharge  of  raw  sewage 

into  basements  of  houses  and    businesses  and  the  surfacing  of  pools  of  sewage  on  the  ground 

poses  a  very  serious  situation  according  to  the  DHES.     According  to  the  Applicant's  engineer, 

septic  discharge  (nutrients,  nitrogen)  exceeds  the  density  allowed  under  current  DHES  regulations 

in  all  areas  of  the  City.     According  to  the  DOC  review  engineer,  the  proposed  wastewater  system 

improvement  project  will  address  the  existing  problems  with  the  central  sewage  collection  system 

and  central  treatment  facility  and  the    problems  with  the  individual,  on-site  septic  systems.  The 

Applicant  is  planning  a  three  phased  approach  for  a  comprehensive  reconstruction  and  extension 

of  the  central  wastewater  system.  The  TSEP  request  is  phase  one  of  the  comprehensive  three 

phase  solution. 

RANKING:  ABOVE  AVERAGE  RESPONSE  -  675  POINTS  OUT  OF  900  POINTS  POSSIBLE 

PRIORITY  #3:  PROVIDES  COST  EFFECTIVE  TECHNICAL  DESIGN 

The  Applicant  is  planning  a  three  phased  approach  for  a  comprehensive  reconstruction  and 
extension  of  the  central  wastewater  system.  The  TSEP  request  is  phase  one  of  the  comprehensive 
three  phase  solution.     According  to  the  DOC  review  engineer,  the  project  as  phased  will  address 
the  existing  problems  with  the  current  central  system  and  the  problems  with  individual,  on-site 
septic  systems.  The  technical  engineering  approach  to  the  project  is  reasonable  and  the 
complexity  of  the  project  is  appropriately  designed  for  the  size  of  the  community.  The  Applicant 
has  an  overall  engineering  and  financial  plan  to  complete  all  three  phases  of  the  project  in  a 
reasonable  time  period.    The  Applicant  has  a  brief,    overall  Capital  Improvements  Plan  (CIP)  for 
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city  facilities  and  the  proposed  project  is  part  of  the  CIP. 

RANKING:    ABOVE  AVERAGE  RESPONSE  -  600  POINTS  OUT  OF  800  POINTS  POSSIBLE 

PRIORITY  #4:  BENEFITS  PUBLIC  COMPARED  TO  DOLLAR  REQUEST 

In  ranking  this  priority,  the  magnitude  of  the  health  threat,  amount  of  funds  requested,  and  cost 
effective  nature  of  the  design  were  considered.   The  heath  threat  was  ranked  "best"  due  to  the 
very  serious  potential  for  health  problems.  Raw  sewage  is  periodically  backing  up  into  buildings 
and  pooling  on  the  ground.    Raw  sewage  is  flowing  into  the  Clark  Fork  River.  The  Applicant  is  in 
violation  of  the  DHES  wastewater  discharge  permit.   The  Applicant  requests  $400,  644  in  TSEP 
funds.  This  is  a   relatively  large  amount,  but  is  less  than  the  maximum  of  $500,000  allowed  by 
the  TSEP.  The  amount  of  TSEP  funds  is  $3,890  per  household  based  on  103  households,   which 
is  higher   than  most  other  TSEP  applicants.       However,   this  cost  is  reasonable  considering  the 
size  of  the  community,  number  of  households  directly  affected,   and  the  very  serious  health 
threat.  It  is  significantly  less  than  the  $5,000  of  TSEP  funds  per  household  ceiling  established  by 
the  TSEP  Application  Guidelines.   The  engineering  design  of  the  project  is  ranked  "above 
average."  The  engineering  approach  is  reasonable  and  the  complexity  of   the  project  is 
appropriately  designed  for  the  size  of  the  community. 
RANKING:  ABOVE  AVERAGE  RESPONSE  -  525  POINTS  OUT  OF  700  POINTS  POSSIBLE 

PRIORITY  #5:  REFLECTS  GREATER  FINANCIAL  NEED  (COMPETITIVE  RANKING 

INDICATORS: 

(Lower  ranking  indicates  greater  financial  need.  For  example,  ranking  1st  indicates  greatest 
financial  need;  ranking  21st  indicates  least  financial  need.) 

Indicator  1 .  Household  Economic  Condition: 

MHI  $        19,659 

%  Persons  at  or  below  LMI  39  % 

%  Persons  at  or  below  Poverty  1  2.9  % 

Household  Economic  Condition  Ranking:     1 1th  in  the  field  of  21  applications 

Analysis   shows  that  the  median  income  of  the  City's  households  is  low  (5th  lowest  of  21)  among 
applicants  for  the  1994-95  TSEP  financing  cycle  and  that  the  relative  concentration  of  persons 
living  at  or  below  the  levels  of  poverty  and  "low  and  moderate"  income  is  in  the  mid-range  (1 1th 
and  1  5th  of  the  21  applicants).   This  combination  of  factors  impacting  the  economic  condition  of 
households  produces  a  rank  of  1 1th  of  the  21  applicants  for  the  first  competitive  indicator. 

Indicator  2.  User  Charges  and  Taxes  %  MHI  (Affordability  Index): 

Avg.  Total  User  Charges  per  Household  $  549.00 

Avg.  Total  Taxes  per  Household  $  596.44 

Avg.  Residential  Value  $  37,911 
User  Charges  and  Taxes  %  MHI  Index  5.83  % 

User  Charges  and  Taxes  %  MHI  Ranking:     9th  in  the  field  of  21  applications 

Households  in  the  City  of  Thompson  Falls  are  subject  to  a  combination  of  property  taxes  levied  to 
support  school  districts  and  city  and  county  governments,  plus  user  charges  associated  with  city 
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utilities,  representing  total  amounts  in  the  mid-range  among  applicants.   These  costs,  measured 
against  a  low  median  household  income,  cause  Thompson  Falls  to  rank  9th  among  21  applicants 
in  regard  to  the  second  indicator  -  total  local  government  costs  divided  by  median  household 
income. 

Indicator  3.  Change  in  Financial  Need  w/o  Grant: 

Additional  Debt  w/o  Grant  $    400,644 

Number  of  Households  103 

Monthly  Debt  Service/HH  on  Added  Debt   $  31.16 

Change  Ranking:     1st  in  the  field  of  21  applications 

The  third  competitive  indicator,  the  change  in  financial  need,  is  a  measure  of  the  impact  that 
would  be  felt  if  it  were  necessary  for  the  local  government  to  borrow  the  grant  funds.    For  the 
$400,644 TSEP  grant  requested,  the  largest  calculated  rate  increase  for  Thompson  Falls 
households  produces  a  ranking  of  1st  of  21  applicants  for  this  measure. 

Overall  Competitive  Ranking:     3rd  in  the  field  of  21  applications 
RANKING:  BEST  RESPONSE  -  600  POINTS  OUT  OF  600  POSSIBLE 

PRIORITY  #6:  OBTAINS  FUNDS  FROM  OTHER  SOURCES 

The  TSEP  request  is  phase  one  of  a  three  phase  project.  Other  funds  that  will  be  used  for   phase 
one  are:  $269,322  FmHA  grant  and    $220,355  FmHA  Loan.   The  percentage  of  matching  funds  is 
55%.   The  matching  funds  are  not  yet  fully  committed.    However,   FmHA  has  indicated  that  the 
agency  will  provide  the  funds  requested  for  the  Applicant.    For  the  subsequent  phases  two  and 
three  of  the  project,    FmHA  is  the  primary  funding  agency.    FmHA  has  indicated  that  funding  will 
be  available. 
RANKING:  AVERAGE  RESPONSE  -  250  POINTS  OUT  OF  500  POINTS  POSSIBLE 

PRIORITY  #7:  PROVIDES  LONG-TERM,  FULL-TIME  JOBS  FOR  MONTANANS 

This  project  represents  a  general  infrastructure  improvement  and,  as  such,  does  not  directly  result 
in  the  creation  or  retention  of  a  substantial  number  of  long  term,  full-time  jobs  for  Montanans  at 
the  present  time.   The  application  did  not  provide  documentation. 
RANKING:      AVERAGE  RESPONSE  -  200  POINTS  OUT  OF  400  POINTS  POSSIBLE 

PRIORITY  #8:  ALLOWS  EXPANSION  OF  BUSINESS 

This  project  represents  a  general  infrastructure  improvement  and,  as  such,  does  not  directly  result 

in  the  expansion  of  a  specific  business  at  the  present  time.   The  application  did  not  provide 

documentation. 

RANKING:      AVERAGE  RESPONSE  -  150  POINTS  OUT  OF  300  POINTS  POSSIBLE 

PRIORITY  #9:  MAINTAINS  TAX  BASE 

This  project  represents  a  general  infrastructure  improvement  and,  as  such,  does  not  directly  result 
in  the  increase  in  the  tax  base.  The  application  stated  that  the  proposed  wastewater 
improvements  remove  the  threat  of  environmental  degradation  which  could  damage   property  and 
the  tax  base.  The   improvements  may  tend  to  support  or  even  increases   property  values.  The 
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Applicant  did  discuss    "privatizing"  the  wastewater  facility  and  services.  The  Applicant  stated  that 
the  facility  is  government  owned  and  privatization  was  not   reasonably  appropriate  or  applicable. 
RANKING:      AVERAGE  RESPONSE  -  100  POINTS  OUT  OF  200  POINTS  POSSIBLE 

PRIORITY  #10:         HAS  STRONG  COMMUNITY  SUPPORT 

The  Applicant  held  a  public  hearing,  conducted  a  public  opinion  survey,  and  has  included  the 
wastewater  project  on  the  City's  overall  Capital  Improvements  Plan.  It  was  not  clear  in  the 
application  whether  property  owners  were  informed  about  the  rate  increases  associated  with  the 
TSEP  wastewater  project  at  the  official  public  hearing  required  for  TSEP  applications.     There  was 
no  mention  of  the  proposed  rate  increases  to  which  the  citizens  would  be  subject  in  the  written 
city  council  minutes   submitted  in  the  application.   The  application  lacked  documentation  on  the 
hearing.     There  was  no  evidence  that  the  legal  notice  had  been  published  in  the  newspaper  or 
whether  a  newspaper  advertisement  had  been  placed  announcing  the  public  hearing.   The 
Applicant  conducted  a  public   opinion  survey  in  May  of  1994.  A  total  of  183  citizens  responded. 
Approximately  39%  of  the  survey  respondents   said  that  sewage  disposal  was  important,  and 
22%  said  sewage  disposal  was  not  important.    Compared  to  other  TSEP  applicants,  this 
application  did  not  thoroughly  demonstrate  that  the  public  strongly  supported  the  wastewater 
project,    including   the  City  wastewater  rate  increases  necessary  to  finance  the  project. 
RANKING:      BELOW  AVERAGE  RESPONSE  -    25  POINTS  OUT  OF  100  POINTS  POSSIBLE 

TOTAL  POINTS  ON  10  PRIORITIES:    4,125  POINTS  OUT  OF  5,500  POINTS  POSSIBLE 

STAGE  TWO  OF  RANKING  -  AFFORDABILITY  FACTORS  AND  FINANCIAL  GAP 
ANALYSIS: 

Using  data  provided  by  TSEP  applicants,  DOC  conducted  extensive  financial  affordability  and  gap 
analysis.   The  results  are  summarized  for  the  purpose  of  clarity.   The  following  conclusions  are 
based  on  a  very  conservative  analysis  of  the  variance  between  actual  and  target  rates  for  the 
combination  of  water  and  wastewater  systems  and  on  the  amount  of  additional  debt  capacity  that 
can  be  supported  by  that  variance.   The  combination  rate  for  the   water  and  wastewater  systems 
was  used  to  ensure  that  low  rates  in  one  system  would  not  ignore  high  rates  that  may  be  present 
in  the  other  system.   Also,  target  rate  levels  were  reduced  by  10  percent  and  the  final  estimate  of 
additional  debt  capacity  was  reduced  by  an  amount  ranging  from  $500,000  to  $3  million, 
depending  on  the  number  of  households  served  by  the  applicant,  to  provide  a  "financial  safety 
margin"  for  applicants. 

1 .  Instead  of  receiving  the  TSEP  grant,  does  the  Applicant  have  the  capacity  to  borrow  the 
funds  requested? 

No. 

2.  What  would  be  the  user  rates  for  the  Applicant's  combined  water  and  wastewater  systems 
as  a  percentage  of  target  rates  (assuming  fuli  TSEP  grant  assistance)? 

1 10%  of  the  target  affordable  rate. 

3.  What  would  be  the  user  rates  for  the  Applicant's  combined  water  and  wastewater  systems 
as  a  percentage  of  target  rates  (assuming  no  TSEP  grant  assistance)  ? 

1  69%  of  the  target  affordable  rate. 
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PROJECT  NO.  13 

APPLICANT:  CITY  AND  COUNTY  OF  BUTTE  -  SILVER  BOW 

PROJECT  NAME:  Wastewater  Treatment  Plant  Improvements 

AMOUNT  OF  TSEP  REQUEST:  $       500,000         Grant 

OTHER  FUNDING  SOURCES:  $    4,946,000        Revenue  Bonds 

Total  Project  Costs  $    5,446,000 

Percent  of  Local  Match  90.82% 

PROJECT  SUMMARY: 

This  project  calls  for  construction  of  new  facilities  for  pre-  and  final  treatment  of  sludge  and 
purchase  of  equipment  required  for  transport  operations.    Federal  and  state  regulations  have 
mandated  the  discontinuation  of  existing  sludge  injection  disposal  facilities  by  February  1995. 
The  proposed  project  will  allow  for  treatment  and  disposal  of  sludge  within  the  limits  of  the  EPA 
guidelines. 

OVERALL  RANKING  ON  10  STATUTORY  PRIORITIES  (90-6-710  (2)  MCA): 

The  application  received  4,050  points  out  of  a  5,500  possible  .  The  application  ranks  13th  out  of 
21  applications. 

DOC  RECOMMENDATION  ON  FINANCIAL  ASSISTANCE  (90-6-710  (1)  MCA): 

1 .  Without  the  TSEP  grant,  the  combined  water  and  wastewater  system  rates  charged  to  city 
and  county  households  would  be  153%  of  the  target  rates  for  those  systems,  which  indicates 
a  serious  affordability  problem  for  the  ratepayers. 

2.  The  Applicant  does  not  have  the  financial  capacity  to  borrow  the  funds  requested  (as  an 
alternative  to  receiving  a  TSEP  grant).   This  is  an  affordability  problem. 

3.  Thus,  DOC  recommends  $500,000  in  TSEP  grant  funds  for  this  project. 

STAGE  ONE  OF  RANKING  -  RATIONALE  FOR  RANKING  ON  TEN  STATUTORY 
PRIORITIES: 

PRIORITY  #1 :  SOLVES  URGENT  HEALTH/SAFETY  PROBLEM 

The  Butte-Silver  Bow  wastewater  treatment  plant  is  currently  in  violation  of  the  EPA's  new  503 
sludge  disposal  regulations.  The  primary  purpose  of  these  regulations  is  the  prevention  of 
groundwater  pollution  and  vector  attraction.  Non-compliance  with  the  new  regulations  is  assumed 
to  result  in  groundwater  pollution  and  to  present  a  public  health  threat.  However,  such 
circumstances  have  not  been  documented  at  this  site. 
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RANKING:  ABOVE  AVERAGE  RESPONSE  -  750    POINTS  OUT  OF  1000  POINTS 

POSSIBLE 

PRIORITY  #2:  MEETS  HEALTH/SAFETY  STANDARDS 

The  application  presented  enforcement  letters  from  the  EPA  requiring  compliance  with  the  new 
503  sludge  disposal  regulations.  These  letters  threatened  appropriate  enforcement  action  and/or 
fines  should  Butte-Silver  Bow  not  comply  by  February  19,  1  995.  The  EPA  has  also  been 
contacted  and  EPA  officials  confirmed  the  enforcement  position  of  the  EPA. 
RANKING:      BEST  RESPONSE  -  900  POINTS  OUT  OF  900  POINTS  POSSIBLE 

PRIORITY  #3:  PROVIDES  COST  EFFECTIVE  TECHNICAL  DESIGN 

The  proposed  solution  will  completely  solve  the  503  non-compliance  problem  based  on  the  current 
regulations.  The  Montana  Department  Health  and  Environmental  Sciences  and  the  EPA  have 
confirmed  the  project  will  satisfy  the  503  regulations.  However,  the  size  of  the  proposed  sludge 
disposal  facilities  was  based  on  the  maximum  month  sludge  production  in  the  year  2005,  which  is 
just  10  years  into  the  future.  The  application  does  not  clearly  describe  how  the  future  sludge 
production  figure  was  arrived  at. 

RANKING:      ABOVE  AVERAGE  RESPONSE  -    600  POINTS  OUT  OF  800  POINTS 
POSSIBLE 

PRIORITY  #4:  BENEFITS  PUBLIC  COMPARED  TO  DOLLAR  REQUEST 

In  ranking  this  criterion,  the  magnitude  of  the  health  threat,  amount  of  funds  requested,  and  the 

cost  effective  nature  of  the  engineering  design  were  compared  and  analyzed.  The  applicant  is 

requesting  a  $500,000  grant  from  the  program.  Engineering  cost  estimates  for  this  project  total 

$4,860,000.  Debt  service  reserves  and  financing  costs  will  add  another  $586,000  for  a  total 

project  cost    $5,446,000.  The  applicant  is  proposing  to  sell  revenue  bond  totaling  $4,480,000  in 

July  of  1995.  Projected  interest  earnings  of  $106,000 acquired  during  construction  are  proposed  (^ 

as  part  of  the  applicants  match.  The  threat  to  public  health  and  safety  is  assumed  because  of  the 

EPA  503  regulations.  The  Applicant  presented  no  documentation  of  an  immediate  health  threat  to 

the  community.  The  application  was  not  clear  as  to  whether  the  public  is  fully  aware  of  how  the 

project  will  be  financed.  The  design  of  the  facility  is  based  on  maximum  sludge  production  for  the 

year  2005,  only  10  years  in  the  future.  Because  of  these  uncertainties  this  priority  was  ranked  as 

an  average  response. 

RANKING:      AVERAGE  RESPONSE  -  350  POINTS  OUT  OF  700  POINTS  POSSIBLE 

PRIORITY  #5:  REFLECTS  GREATER  FINANCIAL  NEED  (COMPETITIVE  RANKING 

INDICATORS): 

(Lower  ranking  indicates  greater  financial  need.  For  example,  ranking  1st  indicates  greatest 
financial  need;  ranking  21st  indicates  least  financial  need.) 

Indicator  1 .  Household  Economic  Condition: 

MHI  $        21,307 

%  Persons  at  or  below  LMI  38  % 

%  Persons  at  or  below  Poverty  14.7  % 

Household  Economic  Condition  Ranking:     12th  in  the  field  of  21  applications 

Analysis  for  Butte-Silver  Bow's  Wastewater  Treatment  Plant  Improvements  request  shows  that 
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the  median  income  of  the  city-county's  households  is  in  the  mid-range  (1 1th  lowest  of  21)  among 
applicants  for  the  1  994-95  TSEP  financing  cycle  and  that  the  relative  concentration  of  persons 
living  at  or  below  the  levels  of  poverty  and  "low  and  moderate"  income  is  also  in  the  mid-range 
(13th  and  1 1th  of  the  21  applicants).   This  combination  of  factors  impacting  the  economic 
condition  of  households  produces  a  rank  of  12th  of  the  21  applicants  for  the  first  competitive 
indicator. 

Indicator  2.  User  Charges  and  Taxes  %  MHI  (Affordability  Index): 

Avg.  Total  User  Charges  per  Household  $  737.64 

Avg.  Total  Taxes  per  Household  $  812.91 

Avg.  Residential  Value  $  44,444 
User  Charges  and  Taxes  %  MHI  Index  7.28  % 

User  Charges  and  Taxes  %  MHI  Ranking:     1st  in  the  field  of  21  applications 

Households  in  Butte-Silver  Bow  are  subject  to  a  combination  of  property  taxes  levied  to  support 
school  districts  and  city-county  government,  plus  user  charges  associated  with  various  utilities, 
representing  the  largest  total  amount  among  the  applicants.   These  costs,  measured  against  a 
median  household  income  in  the  mid-range,  cause  Butte-Silver  Bow  County  to  rank  1st  among  21 
applicants  in  regard  to  the  second  indicator  -  total  local  government  costs  divided  by  median 
household  income. 

Indicator  3.  Change  in  Financial  Need  w/o  Grant: 

Additional  Debt  w/o  Grant  $     500,000 

Number  of  Households  10,591 

Monthly  Debt  Service/HH  on  Added  Debt   $  .38 

Change  Ranking:     19th  in  the  field  of  21  applications 

The  third  competitive  indicator,  the  change  in  financial  need,  is  a  measure  of  the  impact  that 
would  be  felt  if  it  were  necessary  for  the  local  government  to  borrow  grant  funds.    For  the 
$500,000 TSEP  grant  requested,  the  small  calculated  rate  increase  for  county  households 
produces  a  ranking  of  19th  of  21  applicants  for  this  measure. 

Overall  Competitive  Ranking:      4th  in  the  field  of  21  applications 

RANKING:      BEST  RESPONSE  -  600  POINTS  OUT  OF  600  POINTS  POSSIBLE 

PRIORITY  #6:  OBTAINS  FUNDS  FROM  OTHER  SOURCES 

The  Applicant  is  asking  for  a  $500,000 TSEP  grant.  The  Applicant  is  proposing  to  issue 
$4,480,000  in  revenue  bonds  for  this  project.  The  application  also  proposes  to  use  $106,000  of 
interest  from  the  sale  of  bonds  which  would  be  accrued  during  construction.  This  reflects  a  91% 
match  of  the  TSEP  request.    A  grant  from  TSEP  will  not  provide  any  leverage  for  issuing  revenue 
bonds  and  will  only  reflect  a  $0.39  cent  per  month  difference  to  the  consumer. 
RANKING:      ABOVE  AVERAGE  RESPONSE  -    375  POINTS  OUT  OF  500  POINTS 
POSSIBLE 
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PRIORITY  #7:  PROVIDES  LONG-TERM,  FULL-TIME  JOBS  FOR  MONTANANS 

The  project  reflects  a  general  infrastructure  improvement  and  as  such  does  not  directly  result  in 
the  creation  or  retention  of  a  substantial  number  of  long  term,  full  time  jobs  for  Montanans. 
RANKING:      AVERAGE  RESPONSE    -  200  POINTS  OUT  OF  400  POINTS  POSSIBLE 

PRIORITY  #8:  ALLOWS  EXPANSION  OF  BUSINESS 

The  project  represents  a  general  infrastructure  improvement  and  as  such  does  not  directly  result  in 

the  immediate  expansion  of  a  specific  business. 

RANKING:      AVERAGE  RESPONSE  -  150  POINTS  OUT  OF  300  POINTS  POSSIBLE 

PRIORITY  #9:  MAINTAINS  TAX  BASE 

This  project  represents  a  general  infrastructure  improvement  and  as  such  does  not  provide  and 

immediate  enhancement  of  the  tax  base. 

RANKING:      AVERAGE  RESPONSE  -  100  POINTS  OUT  OF  200  POINTS  POSSIBLE 

PRIORITY  #10:         HAS  STRONG  COMMUNITY  SUPPORT 

The  application  does  not  document  that  any  public  notice  was  given  or  that  a  public  hearing  was 
held  regarding  the  TSEP  application  or  that  the  public  was  made  fully  aware  of  the  plan  to  issue 
$4.48  million  dollars  of  revenue  bonds. 
RANKING:      BELOW  AVERAGE  RESPONSE  -    25  POINTS  OUT  OF  100  POINTS  POSSIBLE 

TOTAL  POINTS  ON  10  PRIORITIES:  4,050  POINTS  OUT  OF  5,500  POINTS  POSSIBLE 

STAGE  TWO  OF  RANKING  -  AFFORDABILITY  FACTORS  AND  FINANCIAL  GAP 

ANALYSIS:  A 

Using  data  provided  by  TSEP  applicants,  DOC  conducted  extensive  financial  affordability  and  gap 
analysis.   The  results  are  summarized  for  the  purpose  of  clarity.   The  following  conclusions  are 
based  on  a  very  conservative  analysis  of  the  variance  between  actual  and  target  rates  for  the 
combination  of  water  and  wastewater  systems  and  on  the  amount  of  additional  debt  capacity  that 
can  be  supported  by  that  variance.   The  combination  rate  for  the   water  and  wastewater  systems 
was  used  to  ensure  that  low  rates  in  one  system  would  not  ignore  high  rates  that  may  be  present 
in  the  other  system.   Also,  target  rate  levels  were  reduced  by  10  percent  and  the  final  estimate  of 
additional  debt  capacity  was  reduced  by  an  amount  ranging  from  $500,000 to  $3  million, 
depending  on  the  number  of  households  served  by  the  applicant,  to  provide  a  "financial  safety 
margin"  for  applicants. 

1 .  Instead  of  receiving  the  TSEP  grant,  does  the  Applicant  have  the  capacity  to  borrow  the 
funds  requested? 

No. 

2.  What  would  be  the  user  rates  for  the  Applicant's  combined  water  and  wastewater  systems 
as  a  percentage  of  target  rates  (assuming  full  TSEP  grant  assistance)? 

1  52%  of  the  target  affordable  rate. 

3.  What  would  be  the  user  rates  for  the  Applicant's  combined  water  and  wastewater  systems 

as  a  percentage  of  target  rates  (assuming  no  TSEP  grant  assistance)  ?  ^ 

1  53%  of  the  target  affordable  rate. 
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PROJECT  NO.  14 

APPLICANT:  BEAVERHEAD  COUNTY 

PROJECT  NAME:  Replacement  of  Bailey  Street  Bridge 

AMOUNT  OF  TSEP  REQUEST:  $     23,000    Grant 

OTHER  FUNDING  SOURCES:  $     23,000    Local  Funds  (Beaverhead  County 

and  the  Town  of  Lima) 

Total  Project  Costs  $     46,000 

Percent  of  Local  Match  50% 

PROJECT  SUMMARY: 

This  project  calls  for  replacing  the  Bailey  Street  Bridge  due  to  safety  threats  posed  by  rotting 
timbers  and  crumbling  cement  structures.   With  a  three  ton  weight  limit,  the  bridge  cannot 
accommodate  large  vehicles  including  fire  trucks  and  ambulances,  leaving  East  Lima  without 
emergency  services  and  heightening  the  risk  to  public  safety.    In  addition,  the  bridge  has  been 
adjudged  to  be  unsafe  for  travel  by  the  general  public.   The  replacement  project  will  bring  the 
county  into  compliance  with  state  and  federal  safety  and  bridge  standards  and  provide  emergency 
services  access  to  all  residents  of  the  Lima  area. 

OVERALL  RANKING  ON  10  STATUTORY  PRIORITIES  (90-6-710  (2)MCA): 

The  project  received  3,725  points  out  of  5,500  total  possible  points.    The  project  ranks 
14th  out  of  20  applications.    See  detailed  description  of  ranking. 

DOC  RECOMMENDATION  ON  FINANCIAL  ASSISTANCE  (90-6-710  (1)  MCA): 

1 .  Beaverhead  County's  bridge  fund  (mill  levy)  is  subject  to  the  1-1 05  tax  freeze  which  limits  the 
ability  of  the  County  to  finance  the  project. 

2.  It  is  not  normally  financially  feasible  for  a  County  to  issue  bonds  in  the  amount  of  $23,000 
(the  TSEP  request). 

3.  Thus,  DOC  recommends  $23,000  in  TSEP  grant  funds  for  this  project. 

STAGE  ONE  OF  RANKING  -  RATIONALE  FOR  RANKING  ON  TEN  STATUTORY 
PRIORITIES 

PRIORITY  #1 :  SOLVES  URGENT  HEALTH/SAFETY  PROBLEM 

Two  bridges  presently  link  the  east  and  west  portions  of  Lima.   A  private  engineer's  report 
describes  the  bridges  as  having  deteriorated  to  the  point  that  they  must  either  be  closed  or 
replaced.   The  town  plans  to  close  one  bridge  and  the  remaining  bridge  is  made  of  untreated 
timber  which  has  decayed  to  the  point  that  only  passenger  vehicles  can  use  the  bridge.   The  load 
rating  on  the  bridge  is  only  three  tons  which  precludes  emergency  vehicles  from  safely  using  the 
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bridge  to  access  the  southeast  side  of  town.   Emergency  personnel  are  placed  in  the  position  of 
jeopardizing  their  lives  when  crossing  this  bridge  or  not  providing  emergency  services.   A  serious 
safety  issue  also  exists  for  anyone  else  who  uses  the  bridge  if  their  load  rating  exceeds  three  tons        ^ 
which  could  include  a  fully   loaded  pickup  truck.  If  the  bridge  is  not  replaced  it  will  continue  to  ( 

deteriorate  to  the  point  that  at  some  point  it  will  need  to  be  closed  to  all  vehicular  traffic.    In 
general,  the  entire  community  of  265  residents  is  affected  by  the  condition  of  this  bridge  to  some 
extent  because  this  bridge  provides  access  to  the  town's  cemetery.    More  specifically  there  are 
14  households  in  the  area  served  by  this  bridge.  The  problem  is  existing,  continual  and  chronic. 
The  condition  will  worsen  until  it  becomes  necessary  to  close  the  bridge. 
RANKING:      BEST  RESPONSE  -  1000  POINTS  OUT  OF  1000  POINTS  POSSIBLE 

PRIORITY  #2:  MEETS  HEALTH/SAFETY  STANDARDS 

The  bridge  is  not  on  the  state  or  federal  highway  system  and;  therefore,  there  are  no  state  or 
federal  directives.    Since  the  bridge  is  shorter  than  20  feet  it  does  not  fall  under  state  and  federal 
requirements  for  periodic  inspection.   An  inspection  performed  by  a  private  engineer  resulted  in 
the  conclusion  that  the  bridge  does  not  meet  safety  standards.   The  inspection  followed  state 
guidelines  for  bridge  inspection,  and  the  condition  and  appraisal  ratings  were  submitted  on  those 
forms.   The  guidelines  and  procedures  used  were  based  upon  state  and  federal  guidelines.     The 
bridge  owner  does  have  a  responsibility  to  the  public  to  properly  post  the  bridge  and  close  it  if 
necessary.   The  bridge  has  been  signed  as  having  a  weight  limit  of  three  tons  which  is  considered 
to  be  a  safe  load  for  the  bridge  at  this  time. 
RANKING:      ABOVE  AVERAGE  RESPONSE  -  675  POINTS  OUT  OF  900  POINTS  POSSIBLE 

PRIORITY  #3:  PROVIDES  COST  EFFECTIVE  TECHNICAL  DESIGN 

The  project  thoroughly  addresses  the  need  to  provide  access  to  the  southeast  portion  of  Lima  and 
assures  a  long-term  solution  to  the  problem.   The  town  of  Lima  and  Beaverhead  County  have  4 

committed  50  percent  of  the  funds  required  to  replace  the  bridge.  Alternatives  were  considered 
and  determined  not  to  be  feasible.  Closing  both  bridges  would  require  a  new  access  road  with  an 
estimated  length  of  Vi  mile,  bridge  improvement  at  another  crossing  and  most  likely  would  require 
right-of-way  acquisition.  This  does  not  appear  to  be  a  viable  alternative  given  the  excessive  cost. 
A  second  alternative  is  to  use  a  culvert.  This  was  rejected  because  of  ice  conditions  and  no  pipes 
are  of  sufficient  size  to  allow  for  the  maximum  flow  of  the  creek  without  causing  backup  and  local 
flooding.  The  DOC  review  engineer  agreed  with  the  private  engineer's  report  which  indicated  that 
a  concrete  bridge  or  a  concrete  and  steel  bridge  should  be  considered  for  a  replacement  structure. 
RANKING:      ABOVE  AVERAGE  RESPONSE  -  600  POINTS  OUT  OF  800  POINTS  POSSIBLE 

PRIORITY  #4:  BENEFITS  PUBLIC  COMPARED  TO  DOLLAR  REQUEST 

The  project  thoroughly  addresses  the  problem  of  providing  access  to  the  southeast  portion  of 
Lima  and  assures  a  long-term  solution  to  the  problem.  The  town  of  Lima  and  Beaverhead  County 
have  committed  50  percent  of  the  funds  required  to  replace  the  bridge.   Alternatives  were 
considered  and  eliminated  as  not  feasible.   The  amount  of  TSEP  funds  requested  is  $203.53  per 
household  based  on  1 1  3  households  in  the  town  of  Lima,  or  $1 ,643  per  household  based  on  the 
number  of  households  located  in  just  the  southeast  portion  of  Lima  which  benefits  the  most  from 
this  project. 
RANKING:      ABOVE  AVERAGE  RESPONSE  -  525  POINTS  OUT  OF  700  POINTS  POSSIBLE 

PRIORITY  #5:  REFLECTS  GREATER  FINANCIAL  NEED  (COMPETITIVE  RANKING 

INDICATORS): 

(Lower  ranking  number  indicates  greater  financial  need.  For  example,  ranking  1st  indicates 

greatest  financial  need;  ranking  21st  indicates  least  financial  need.)  v 
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Indicator  1.  Household  Economic  Condition: 

MHI  $        20,925 

%  Persons  at  or  below  LMI  42  % 

%  Persons  at  or  below  Poverty  18.6  % 

Household  Economic  Condition  Ranking:     8th  in  the  field  of  21  applications 

Analysis  for  Beaverhead  County's  Bailey  Street  Bridge  Replacement  request  shows  that  the 
median  income  of  the  county's  households  is  in  the  mid-range  (10th  lowest  of  21)  among 
applicants  for  the  1  994-95  TSEP  financing  cycle  and  that  the  relative  concentration  of  persons 
living  at  or  below  the  levels  of  poverty  and  "low  and  moderate"  income  is  high  (6th  and  4th  of  the 
21  applicants).    This  combination  of  factors  impacting  the  economic  condition  of  households 
produces  a  rank  of  8th  of  the  21  applicants  for  the  first  competitive  indicator. 

Indicator  2.  User  Charges  and  Taxes  %  MHI  (Affordability  Index): 

Avg.  Total  User  Charges  per  Household  $  259.80 

Avg.  Total  Taxes  per  Household  $  672.77 

Avg.  Residential  Value  $  47,050 
User  Charges  and  Taxes  %  MHI  Index  4.46  % 

User  Charges  and  Taxes  %  MHI  Ranking:     18th  in  the  field  of  21  applications 

Households  in  Beaverhead  County  are  subject  to  a  combination  of  property  taxes  levied  to  support 
school  districts  and  city  and  county  governments,  plus  user  charges  associated  with  various 
utilities,  representing  one  of  the  smaller  total  amounts  among  applicants.   These  costs,  measured 
against  a  median  household  income  in  the  mid-range,  cause  Beaverhead  County  to  rank  18th 
among  21  applicants  in  regard  to  the  second  indicator  -  total  local  government  costs  divided  by 
median  household  income. 

Indicator  3.  Change  in  Financial  Need  w/o  Grant: 

Additional  Debt  w/o  Grant  $       23,000 

Number  of  Households  3,211 

Monthly  Debt  Service/HH  on  Added  Debt   $  .06 

Change  Ranking:     21st  in  the  field  of  21  applications 

The  third  competitive  indicator,  the  change  in  financial  need,  is  a  measure  of  the  impact  that 
would  be  felt  if  it  were  necessary  for  the  local  government  to  borrow  grant  funds.    For  the 
$23,000  TSEP  grant  requested,  the  calculated  tax  increase  for  county  households  is  the  smallest 
and  produces  a  ranking  of  21st  of  21  applicants  for  this  measure. 

Overall  Competitive  Ranking:     1  5th  in  the  field  of  21  applications 

RANKING:      BELOW  AVERAGE  RESPONSE  -  150  POINTS  OUT  OF  600  POINTS 
POSSIBLE 

PRIORITY  #6:  OBTAINS  FUNDS  FROM  OTHER  SOURCES 

The  county  and  the  town  together  will  contribute  $23,000  which  is  50  percent  of  the  cost  of  the 
project,  thereby  leveraging  $1  TSEP  to  $1  non-TSEP  funds.    Both  the  county  and  the  town  have 
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fully  committed  their  funding  for  this  project. 

RANKING:      ABOVE  AVERAGE  RESPONSE  -  375  POINTS  OUT  OF  500  POINTS  POSSIBLE 


PRIORITY  #7:  PROVIDES  LONG-TERM,  FULL-TIME  JOBS  FOR  MONTANANS 

This  project  represents  a  general  infrastructure  improvement  and  as  such  does  not  directly  result 

in  the  creation  or  retention  of  a  substantial  number  of  long-term,  full-time  jobs  for  Montanans. 

The  area  served  by  this  bridge  is  strictly  residential  and  has  no  potential   for  commercial  or 

industrial  development. 

RANKING:     BELOW  AVERAGE  RESPONSE  - 100  POINTS  OUT  OF  400  POINTS 

POSSIBLE 

PRIORITY  #8:  ALLOWS  EXPANSION  OF  BUSINESS 

This  project  is  part  of  a  general  infrastructure  improvement,  and  as  such  is  not  related  to  the 
expansion  of  a  business  that  has  a  high  potential  for  financial  success.     The  area  served  by  this 
bridge  is  strictly  residential  and  has  no  potential   for  commercial  or  industrial  development. 
RANKING:     BELOW  AVERAGE  RESPONSE  -  75  POINTS  OUT  OF  300  POINTS 
POSSIBLE 

PRIORITY  #9:  MAINTAINS  TAX  BASE 

It  is  possible  that  the  improved  access  will  foster  expansion  of  the  town  or  its  surrounding 
subdivisions.    Should  this  occur,  this  project  will  have  served  to  expand  the  existing  tax  base. 
Without  the  bridge  replacement  it  is  possible  that  the  tax  base  could  decrease  given  the  lack  of 
services  that  could  be  provided  and  potentially  residents  may  even  lack  access  to  homes  in  this 
area  of  town  requiring  them  to  abandon  these  homes.   Without  proper  access  to  this  portion  of 
town  property  values  will  probably  decrease  due  to  the  unavailability  of  emergency  services. 
RANKING:     ABOVE  AVERAGE  RESPONSE  - 150  POINTS  OUT  OF  200  POINTS 
POSSIBLE 

PRIORITY  #10:         HAS  STRONG  COMMUNITY  SUPPORT 

The  Applicant  has  provided  an  average  amount  of  documentation  supporting  the  project,  but  the 
community  has  shown  strong  support  for  this  project  given  the  amount  contributed  towards 
completing  the  project  and  the  small  size  of  the  town.  A  public  hearing,  advertised  for  the  TSEP 
project,  was  held.    No  increases  in  assessments  were  discussed  since  this  project  will  not  result  in 
any  assessments  or  user  charges.    Beaverhead  County  recently  adopted  a  Community  Action  Plan 
which  lists  most  of  the  needs  specific  to  individual  towns.    No  attempt  was  made  to  prioritize 
projects,  although  recommendations  were  offered.    Recommendation  #2  refers  to  providing  basic 
services  that  meet  minimum  state  and  federal  standards  and  that  all  bridges  require  upgrading. 
No  specific  reference  to  this  bridge  was  indicated.    No  documentation  was  provided  related  to  this 
action  plan  or  its  recommendation. 
RANKING:     ABOVE  AVERAGE  RESPONSE  -  75  POINTS  OUT  OF  100  POINTS  POSSIBLE 

TOTAL  POINTS  ON  10  PRIORITIES:  3,725  POINTS  OUT  OF  5,500  POINTS  POSSIBLE 

STAGE  TWO  OF  RANKING  -  AFFORDABILITY  FACTORS  AND  FINANCIAL  GAP 
ANALYSIS: 

Beaverhead  County's  bridge  fund  (mill  levy)  is  subject  to  the  1-105  tax  freeze  which  limits 
the  ability  of  the  County  to  finance  the  project.  It  is  not  normally  financially  feasible  for  a 
County  to  issue  bonds  in  the  amount  of  $23,000  (the  TSEP  request). 
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PROJECT  NO.  15 


APPLICANT: 


PROJECT  NAME: 


POWELL  COUNTY 

Replacement  of  the  Snowshoe  Creek  Bridge 


AMOUNT  OF  TSEP  REQUEST: 
OTHER  FUNDING  SOURCES: 

Total  Other 
Total  Project  Costs 
Percent  of  Local  Match 
PROJECT  SUMMARY: 


$      51,334      Grant 

$      42,600      Local  Funds 

$      30.000      US  Forest  Service 

$      72,600 

$     123,934 

58.58% 


This  project  calls  for  the  replacement  of  the  Snowshoe  Creek  Bridge  which  spans  the  Little 
Blackfoot  River,  two  miles  east  of  Avon  in  Powell  County.   The  existing  bridge  is  inadequate  for 
current  traffic  due  to  its  narrow  width,  deteriorating  support  sill  logs  and  five  ton  load  limit.   Also, 
a  center  support  which  was  added  in  1986  interferes  with  the  movement  of  debris  and  ice  under 
the  bridge,  threatening  to  wash  out  the  bridge  during  high  water.   The  proposed  new  single  span 
timber  bridge  would  improve  safety  and  allow  vehicles  with  legal  highway  loads  to  cross. 

OVERALL  RANKING  ON  10  STATUTORY  PRIORITIES  (90-6-710  (2)  MCA) 

The  application  received  3,700  points  out  of  a  possible  5,500  points.  The  application 
ranks  15th  out  of  21  applications. 

DOC  RECOMMENDATION  ON  FINANCIAL  ASSISTANCE  (90-6-710  (1)  MCA): 

1.  Powell  County's  bridge  fund  (mill  levy)  is  subject  to  the  1-105  tax  freeze  which  limits 
the  ability  of  the  County  to  finance  the  project. 

2.  It  is  not  normally  financially  feasible  for  a  county  to  issue  bonds  in  the  amount  of 
$51,334  (the  TSEP  request). 

5.     Thus,  DOC  recommends  $51 ,334  in  TSEP  grant  funds  for  this  project. 

STAGE  ONE  OF  RANKING  -  RATIONALE  FOR  RANKING  ON  TEN  STATUTORY 
PRIORITIES: 

PRIORITY  #1 :  SOLVES  URGENT  HEALTH/SAFETY  PROBLEM 

According  to  the  DOC  review  engineer,   the  present  bridge  is  a  narrow,  20  foot,  one  lane  bridge 
and  is  inadequate  for  current  traffic  due  to  its  width,  deterioration  of   the  supporting  sill  logs,  and 
5  ton  limit.  The  bridge  provides  access  for  24  residents  and  is  used  by  loggers,   miners,  and 
recreationalists.     A  school  bus  routinely  uses  the  bridge  to  pick  up  and  drop  off  school  children   A 
1988  Montana  Department  of  Transportation   (MDOT)  inspection  report  recommends  the  bridge 
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be  replaced.  The  report  also  recommends  some  temporary  actions  that  may  be  taken  to  improve 

the  load  capacity  of  the  bridge,  such  as  removing  the  gravel  surface.  The  application  gives  no 

indication  as  to  whether  those  recommendations  were  implemented.   There  appears  to  be  a  *? 

secondary  access  to  the  area  which  is  seasonal  and  would  add  approximately  7  miles  to  the  trip.  %J 

The  application  does  not  address  whether  the  bridge  is  posted  with  a  weight  limit.   Vehicles 

traveling  over  a  bridge  posted  for  a  weight  less  than  the  vehicle  would  be  liable  for  damages  to 

the  bridge. 

RANKING:      ABOVE  AVERAGE  RESPONSE  -  750    POINTS  OUT  OF  1000  POINTS 

POSSIBLE 

PRIORITY  #2:  MEETS  HEALTH/SAFETY  STANDARDS 

The  MDOT  Bridge  Bureau  does  not  list  the  bridge  on  a  deficient  list  based  on  Federal  guidelines. 
An  inspection  by  MDOT  was  completed  9/29/90  and   the  bridge  was  rated  for  9  ton  capacity. 
MDOT  has  recommended  the  bridge  for  replacement.   No  state  or  federal  order  has  been  issued 
regarding  the  replacement  of  this  bridge. 
RANKING:      AVERAGE  RESPONSE  -  450  POINTS  OUT  OF  900  POINTS  POSSIBLE 

PRIORITY  #3:  PROVIDES  COST  EFFECTIVE  TECHNICAL  DESIGN 

According  to  the  DOC  review  engineer,  the  MDOT  Bridge  Bureau,  and  the  U.S.  Forest  Service  the 
proposal  is  a  cost  effective,  long  term  solution  to  the  problem.  Alternative  solutions  were 
considered  and  according  to  the  DOC  review  engineer  the  best  alternative  chosen. 
RANKING:      BEST  RESPONSE  -  800  POINTS  OUT  OF  800  POINTS  POSSIBLE 

PRIORITY  #4:  BENEFITS  PUBLIC  COMPARED  TO  DOLLAR  REQUEST 

In  ranking  this  criterion,  the  magnitude  of  the  health  threat,  the  amount  of  funds  requested,  and 

the  cost  effective  nature  of  the  engineering  design  were  compared  and  analyzed.   The  application         w 

represents  an  above  average  threat  to  public  health  and  safety.  The  applicant  is  asking  for  a  very 

small  grant  in  comparison  to  other  applications.  The  cost  effectiveness  of  the  engineering  design 

was  rated  a  best  by  the  Doc  review  engineer. 

RANKING:      ABOVE  AVERAGE  RESPONSE  525  POINTS  OUT  OF  700  POINTS  POSSIBLE 

PRIORITY  #5:  REFLECTS  GREATER  FINANCIAL  NEED  (COMPETITIVE  RANKING 

INDICATORS): 

(Lower  ranking  indicates  greater  financial  need.  For  example,  ranking  1st  indicates  greatest 
financial  need;  ranking  21st  indicates  least  financial  need.) 

Indicator  1 .  Household  Economic  Condition: 

MHI  $        21,621 

%  Persons  at  or  below  LMI  44  % 

%  Persons  at  or  below  Poverty  16.9  % 

Household  Economic  Condition  Ranking:     10th  in  the  field  of  21  applications 

Analysis  for  Powell  County's  Snowshoe  Creek  Bridge  Replacement  request  shows  that  the  median 

income  of  the  county's  households  is  in  the  mid-range  (1  2th  lowest  of  21 )  among  applicants  for 

the  1 994-95  TSEP  financing  cycle  and  that  the  relative  concentration  of  persons  living  at  or  below 

the  levels  of  poverty  and  "low  and  moderate"  income  is  high  (4th  and  6th  of  the  21  applicants). 

This  combination  of  factors  impacting  the  economic  condition  of  households  produces  a  rank  of  _ 

10th  of  the  21  applicants  for  the  first  competitive  indicator.  ™ 
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Indicator  2.  User  Charges  and  Taxes  %  MHI  (Affordability  Index): 

Avg.  Total  User  Charges  per  Household  $  244.20 

Avg.  Total  Taxes  per  Household  $  573.86 

Avg.  Residential  Value  $  44,187 

User  Charges  and  Taxes  %  MHI  Index  3.78  % 

User  Charges  and  Taxes  %  MHI  Ranking:     20th  in  the  field  of  21  applications 

Households  in  Powell  County  are  subject  to  a  combination  of  property  taxes  levied  to  support 
school  districts  and  city  and  county  governments,  plus  user  charges  associated  with  various 
utilities,  representing  one  of  the  smaller  total  amounts  among  the  applicants.   These  costs, 
measured  against  a  median  household  income  in  the  mid-range,  cause  Powell  County  to  rank  20th 
among  21  applicants  in  regard  to  the  second  indicator  -  total  local  government  costs  divided  by 
median  household  income. 

Indicator  3.  Change  in  Financial  Need  w/o  Grant: 

Additional  Debt  w/o  Grant  $       51,334 

Number  of  Households  2,234 

Monthly  Debt  Service/HH  on  Added  Debt   $  .18 

Change  Ranking:     20th  in  the  field  of  21  applications 

The  third  competitive  indicator,  the  change  in  financial  need,  is  a  measure  of  the  impact  that 
would  be  felt  if  it  were  necessary  for  the  local  government  to  borrow  grant  funds.    For  the 
$51 ,334TSEP  grant  requested,  the  calculated  tax  increase  for  county  households  is  quite  small 
and  produces  a  ranking  of  20th  of  21  applicants  for  this  measure. 

Overall  Competitive  Ranking:     17th  in  the  field  of  21  applications 

RANKING:        BELOW  AVERAGE  RESPONSE  -  1 50  POINTS  OUT  OF  600  POINTS  POSSIBLE 

PRIORITY  #6:  OBTAINS  FUNDS  FROM  OTHER  SOURCES 

The  Applicant  has  documented  a  58.58  %  match  of  committed  dollars.  The  Applicant  has  secured 
a  grant  from  the  U.S.  Forest  Service  Timber  Bridge  Initiative  Program  for  $30,000  and  has  a 
commitment  $42,600  from  the  County. 
RANKING:      BEST  RESPONSE  -  500  POINTS  OUT  OF  500  POINTS  POSSIBLE 

PRIORITY  #7:  PROVIDES  LONG-TERM,  FULL-TIME  JOBS  FOR  MONTANANS 

The  project  represents  a  general  infrastructure  improvement  and,  as  such,  does  not  directly  result 
in  the  creation  or  retention  or  long  term,  full-time  jobs  for  Montanans  at  the  present  time.  The 
Applicant  states  that  the  project  will  improve  access  to  an  area  important  to  future  forest 
harvesting,  potential  mineral  exploration,  and  increased  recreational  opportunities. 
RANKING:      AVERAGE  RESPONSE  -  200  POINTS  OUT  OF  400  POINTS  POSSIBLE 


PRIORITY  #8:  ALLOWS  EXPANSION  OF  BUSINESS 

The  project  represents  a  general  infrastructure  improvement  and,  as  such,  does  not  directly  result 
in  the  creation  or  retention  or  long  term,  full-time  jobs  for  Montanans  at  the  present  time.  The 
Applicant  states  that  the  project  will  improve  access  to  an  area  important  to  future  forest 
harvesting,  potential  mineral  exploration,  and  increased  recreational  opportunities. 
RANKING:      AVERAGE  RESPONSE  -  150  POINTS  OUT  OF  300  POINTS  POSSIBLE 

98 


PRIORITY  #9:  MAINTAINS  TAX  BASE 

The  project  represents  a  general  infrastructure  improvement  and,  as  such,  does  not  directly  result 
in  the  creation  or  retention  or  long  term,  full-time  jobs  for  Montanans  at  the  present  time. 
RANKING:      AVERAGE  RESPONSE  -  100  POINTS  OUT  OF  200  POINTS  POSSIBLE 

PRIORITY  #10:         HAS  STRONG  COMMUNITY  SUPPORT 

The  Applicant  advertised  for  and  held  a  public  hearing  discussing  the  TSEP  application  and 

funding  strategies  for  the  project. 

RANKING:      ABOVE  AVERAGE  RESPONSE  -  75  POINTS  OUT  OF  100  POINTS  POSSIBLE 

TOTAL  POINTS  ON  10  PRIORITIES:  3,700  POINTS  OUT  OF  5,500  POINTS  POSSIBLE 

STAGE  TWO  OF  RANKING  -  AFFORDABILITY  FACTORS  AND  FINANCIAL  GAP 
ANALYSIS: 

Powell  County's  bridge  fund  (mill  levy)  is  subject  to  the  1-105  tax  freeze  which  limits  the 
ability  of  the  County  to  finance  the  project.    It  is  not  normally  financially  feasibly  for  a 
county  to  issue  bonds  in  the  amount  of  $51,334  (the  TSEP  request). 


0 
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PROJECT  NO.  16 


APPLICATION: 


CITY  OF  FAIRVIEW 


PROJECT  NAME:  Water  System  Improvements 

AMOUNT  OF  TSEP  REQUEST:  $     500,000        Grant 


OTHER  FUNDING  SOURCES: 

Total  Other 
Total  Project  Costs 
Percent  of  Local  Match 
PROJECT  SUMMARY: 


20,000 

403,250 

571,750 

50,000 

50.000 


$1,095,000 
$1,595,000 


Local  Funds 
RDA  Loan 
RDA  Grant 
DNRC  Grant 
DNRC  Loan 

(Changes  by  other  funding  sources 
updated  by  DOC) 


68.65% 


The  proposed  improvements  include  replacement  of  leaking  pipes  and  the  forty  year-old  100,000 
gallon  elevated  storage  tank  with  an  on-ground  tank  of  greater  storage  capacity  and  installation  of 
water  meters  on  residential  and  commercial  properties.   This  project  is  designed  to  encourage 
water  conservation  by  metering  water  and  reducing  leakage  out  of  sixty  year-old  cast  iron  water 
mains  and  to  promote  safety  by  increasing  the  water  system's  fire  fighting  capacity  and  ensuring 
its  functional  use  for  the  next  forty  to  fifty  years. 

OVERALL  RANKING  ON  10  STATUTORY  PRIORITIES  (90-6-710  (2)  MCA): 

The  project  received  3,325  points  out  of  5,500  total  possible  points.   The  project  ranks  1  6th  out 
of  20  applications.    See  detailed  description  of  ranking. 

DOC  RECOMMENDATION  ON  FINANCIAL  ASSISTANCE  (90-6-710  (1)  MCA): 

1 .  The  Applicant  does  not  have  the  financial  capacity  to  borrow  the  funds  requested  (as  an 
alternative  to  receiving  a  TSEP  grant).   This  is  an  affordability  problem. 

2.  Without  the  TSEP  grant,  the  combined  water  and  wastewater  rate  charged  to  households 
would  be  188%  of  the  target  rate,  which  indicates  a  serious  affordability  problem  for  the 
ratepayers. 

3.  Without  the  TSEP  grant,  the  individual  water  rate  charged  to  households  would  be  234%  of 
the  target  rate,  which  indicates  an  extreme  affordability  problem  for  the  ratepayers. 

4.  Thus,  DOC   recommends  $500,000  in  TSEP  grant  funds  for  this  project. 

STAGE  ONE  OF  RANKING  -RATIONALE  FOR  RANKING  ON  TEN  STATUTORY 
PRIORITIES: 
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PRIORITY  #1 :  SOLVES  URGENT  HEALTH/SAFETY  PROBLEM 

Most  of  the  Applicant's  watermains  are  4  inch  in  size  and  over  60  years  old.   These  cast  iron 
watermains  have  a  tendency  to  develop  leaks,  and  on  average  have  leaked  4  to  6  times  each  year 
for  the  past  5  years.   The  leaks  occur  primarily  in  the  southeasterly  portion  of  town  as  a  result  of 
their  age  and  the  aggressive  nature  of  the  soils.   The  100,000  gallon  water  storage  tank  is  also 
over  40  years  old  and  has  experienced  some  slight  settlement  in  two  of  its  foundation  legs.   As  a 
result  of  the  limited  carrying  capacity  of  the  mainline  piping  system,  line  leakage  and  inadequate 
water  storage  capacity,  the  town  of  Fairview  has  the  potential  of  not  being  able  to  provide 
adequate  water  for  a  major  fire.     In  addition,  the  town  abandoned  the  use  of  water  meters  in  the 
early  1960'sdue  to  water  quality  fouling  the  meters,  which  means  water  users  have  no  incentive 
to  conserve  water.   A  well  and  water  treatment  plant  have  been  installed  in  the  past  4  years  and 
are  properly  functioning.  The  proposed  project  will  replace  the  watermains  with  PVC  pipe,  build  an 
on-ground  water  storage  reservoir  and  install  water  meters.   The  Applicant  stated  that 
approximately  eight  years  ago  a  main  street  building  burned  to  the  ground  because  of  an 
inadequate  water  supply.  The  problem  as  it  relates  to  fire  protection  is  sporadic  but  probable  at 
some  time  in  the  future.     The  town's  low  fire  protection  (ISO)  rating  (class  7)  was  documented  by 
ISO  Commercial  Risk  Services,  Inc.   The  town's  elevated  storage  tank  also  has  a  slight  lean  which 
if  it  fails  could  be  a  serious  safety  problem. 
RANKING:      AVERAGE  RESPONSE  -  500  POINTS  OUT  OF  1000  POINTS  POSSIBLE 


PRIORITY  #2:  MEETS  HEALTH/SAFETY  STANDARDS 

The  proposed  project  is  not  necessary  in  order  to  comply  with  any  court  order  or  a  state  or  federal 
agency  directive,  nor  does   the  current  condition  of  the  public  facility  (or  lack  of  a  facility)  violate 
a  state  or  federal  health  or  safety  standard. 

RANKING:     BELOW  AVERAGE  RESPONSE  -  225  POINTS  OUT  OF  900  POINTS 
POSSIBLE 

PRIORITY  #3:  PROVIDES  COST  EFFECTIVE  TECHNICAL  DESIGN 

The  DOC  review  engineer  indicated  that  the  project  thoroughly  addresses  the  problem  and 
provides  a  reasonably  complete  and  long-term  solution  to  the  problem.     The  recommended 
solutions  presented  in  this  proposal  are  based  on  sound  engineering  and  fundamental  construction 
principles,  and  have  been  used  many  times  in  other  communities  to  solve  similar  water  system 
problems.   One  of  the  project  objectives  is  to  install  water  meters  to  all  individuals  services. 
RANKING:     ABOVE  AVERAGE  RESPONSE  -  600  POINTS  OUT  OF  800  POINTS 
POSSIBLE 

PRIORITY  #4:  BENEFITS  PUBLIC  COMPARED  TO  DOLLAR  REQUEST. 

The  recommended  solutions  presented  in  this  proposal  are  based  on  sound  engineering  and 
fundamental  construction  principles  and  have  been  used  many  times  in  other  communities  to  solve 
similar  water  system  problems.   One  of  the  project  objectives  is  to  install  water  meters  to  all 
individual  services.   The  financial  analysis  ranked  this  project  number  one  for  need.   The  Applicant 
is  requesting  $1,785.71  per  household  based  on  280  households  in  the  project  area. 
RANKING:     ABOVE  AVERAGE  RESPONSE  -  525  POINTS  OUT  OF  700  POINTS 
POSSIBLE 

PRIORITY  #5:  REFLECTS  GREATER  FINANCIAL  NEED  (COMPETITIVE  RANKING 

INDICATORS): 

(Lower  ranking  indicates  greater  financial  need.  For  example,  ranking  1st  indicates  greatest 
financial  need;  ranking  21st  indicates  least  financial  need.) 
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Indicator  1 .  Household  Economic  Condition: 

MHI  $        18,250 
%  Persons  at  or  below  LMI  46  % 

%  Persons  at  or  below  Poverty  25.6  % 

Household  Economic  Condition  Ranking:     2nd  in  the  field  of  21  applications 

Analysis  for  Fairview's  Water  System  Improvements  request  shows  that  the  median  income  of  the 
city's  households  is  quite  low  (3rd  lowest  of  21)  among  applicants  for  the  1 994-95  TSEP 
financing  cycle  and  that  the  relative  concentration  of  persons  living  at  or  below  the  levels  of 
poverty  and  "low  and  moderate"  income  is  quite  high  (3rd  and  1st  of  the  21  applicants).   This 
combination  of  factors  impacting  the  economic  condition  of  households  produces  a  rank  of  2nd  of 
the  21  applicants  for  the  first  competitive  indicator. 

Indicator  2.  User  Charges  and  Taxes  %  MHI  (Affordability  Index): 

Avg.  Total  User  Charges  per  Household  $       603.24 

Avg.  Total  Taxes  per  Household  $       640.70 
Avg.  Residential  Value  $       41,779 

User  Charges  and  Taxes  %  MHI  Index  6.82  % 

User  Charges  and  Taxes  %  MHI  Ranking:     3rd  in  the  field  of  21  applications 

Households  in  the  City  of  Fairview  are  subject  to  a  combination  of  property  taxes  levied  to 
support  school  districts  and  city  and  county  governments,  plus  user  charges  associated  with  city 
utilities,  representing  total  amounts  in  the  mid-range  among  applicants.   These  costs,  measured 
against  a  median  household  income  that  is  quite  low,  cause  Fairview  to  rank  3rd  among  21 
applicants  in  regard  to  the  second  indicator  -  total  local  government  costs  divided  by  median 
household  income. 

Indicator  3.  Change  in  Financial  Need  w/o  Grant: 

Additional  Debt  w/o  Grant  $     500,000 

Number  of  Households  280 

Monthly  Debt  Service/HH  on  Added  Debt   $  14.31 

Change  Ranking:     2nd  in  the  field  of  21  applications 

The  third  competitive  indicator,  the  change  in  financial  need,  is  a  measure  of  the  impact  that 
would  be  felt  if  it  were  necessary  for  the  local  government  to  borrow  the  grant  funds.    For  the 
$500,000 TSEP  grant  requested,  the  calculated  rate  increase  for  Fairview  households  is  quite 
large  and  produces  a  ranking  of  2nd  of  21  applicants  for  this  measure. 

Overall  Competitive  Ranking:     1st  in  the  field  of  21  applications 
RANKING:     BEST  RESPONSE  -  600  POINTS  OUT  OF  600  POINTS  POSSIBLE 

PRIORITY  #6:  OBTAINS  FUNDS  FROM  OTHER  SOURCES 

The  Applicant  is  proposing  to  use  several  sources  of  financing  including:  Applicant/$20,000, 
DNRC  grant/$100,000,  RDA  grant/$571 ,750,  and  an  RDA  loan/$403,250.  This  project  utilizes 
approximately  69  percent  non-TSEP  funding,  and  will  leverage  $1  TSEP  to  $3.20  non-TSEP 
funding.   The  Applicant's  funds  have  been  committed.   The  RDA  grant  and  loan,  and  the  DNRC 
grant  are  all  uncommitted. 
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RANKING:     ABOVE  AVERAGE  RESPONSE  -  375  POINTS  OUT  OF  500  POINTS 
POSSIBLE 

PRIORITY  #7:  PROVIDES  LONG-TERM,  FULL-TIME  JOBS  FOR  MONTANANS 

This  project  represents  a  general  infrastructure  improvement  and  as  such  does  not  directly  result 
in  the  creation  or  retention  of  a  substantial  number  of  long-term,  full-time  jobs  for  Montanans. 
RANKING:      AVERAGE  RESPONSE  -  200  POINTS  OUT  OF  400  POINTS  POSSIBLE 

PRIORITY  #8:  ALLOWS  EXPANSION  OF  BUSINESS 

This  project  is  part  of  a  general  infrastructure  improvement,  and  as  such  is  not  directly  related  to 

the  expansion  of  a  business  that  has  a  high  potential  for  financial  success. 

RANKING:      AVERAGE  RESPONSE  -  150  POINTS  OUT  OF  300  POINTS  POSSIBLE 

PRIORITY  #9:  MAINTAINS  TAX  BASE 

The  project  will  maintain  and  does  not  discourage  the  expansion  of  the  tax  base. 
RANKING:      AVERAGE  RESPONSE  -  100  POINTS  OUT  OF  200  POINTS  POSSIBLE 

PRIORITY  #10:         HAS  STRONG  COMMUNITY  SUPPORT 

Although  the  documentation  is  weak,  it  appears  that  a  public  hearing  on  the  project  was  held. 
The  documentation  provided  does  not  allow  a  judgement  to  be  made  about  whether  this  was 
advertised  as  a  public  hearing,  or  if  it  informed  the  public  that  TSEP  was  one  of  the  potential 
sources  of  funds.    Attached  to  the  application  were  two  newspaper  articles  published  prior  to  the 
public  hearing,  one  of  which  indicated  a  rate  change  as  a  result  of  the  project,  but  no 
documentation  was  provided  that  this  information  was  provided  at  the  public  hearing.    One  of  the 
two  newspaper  articles  attached  to  the  application  does  reference  the  TSEP  program. 
RANKING:      AVERAGE  RESPONSE  -  50  POINTS  OUT  OF  100  POINTS  POSSIBLE 

TOTAL  POINTS  ON  10  PRIORITIES:  3,325  POINTS  OUT  OF  5,500  POINTS  POSSIBLE 

STAGE  TWO  OF  RANKING  -  AFFORDABILITY  FACTORS  AND  FINANCIAL 
GAP  ANALYSIS: 

Using  data  provided  by  TSEP  applicants,  DOC  conducted  extensive  financial  affordability  and  gap 
analysis.   The  results  are  summarized  for  the  purpose  of  clarity.   The  following  conclusions  are 
based  on  a  very  conservative  analysis  of  the  variance  between  actual  and  target  rates  for  the 
combination  of  water  and  wastewater  systems  and  on  the  amount  of  additional  debt  capacity  that 
can  be  supported  by  that  variance.   The  combination  rate  for  the    water  and  wastewater  systems 
was  used  to  ensure  that  low  rates  in  one  system  would  not  ignore  high  rates  that  may  be  present 
in  the  other  system.   Also,  target  rate  levels  were  reduced  by  10  percent  and  the  final  estimate  of 
additional  debt  capacity  was  reduced  by  an  amount  ranging  from  $500,000  to  $3  million, 
depending  on  the  number  of  households  served  by  the  applicant,  to  provide  a  "financial  safety 
margin"  for  applicants. 

1 .  Instead  of  receiving  the  TSEP  grant,  does  the  Applicant  have  the  capacity  to  borrow  the 
funds  requested? 

No 

2.  What  would  be  the  user  rates  for  the  Applicant's  combined  water  and  wastewater  systems 
as  a  percentage  of  target  rates  (assuming  full  TSEP  grant  assistance)? 

103 


I 


1  51  %  of  the  target  affordable  rate. 

3.     What  would  be  the  user  rates  for  the  Applicant's  combined  water  and  wastewater  systems 
as  a  percentage  of  target  rates  (assuming  no  TSEP  grant  assistance)  ? 

188%  of  the  target  affordable  rate. 
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PROJECT  NO.  17 

APPLICANT:  TOWN  OF  HYSHAM 

PROJECT  NAME:  Sewer  System  Improvements 

AMOUNT  OF  TSEP  REQUEST:  $     127,500    Grant 

OTHER  FUNDING  SOURCES:  $       27,500    Local  Funds  (Loan) 

$        16,648    DNRC  Grant 
$       83.352    DNRC  Loan 
Total  Other  $      127,500    (Changes  by  other  funding  sources 

updated  by  DOC) 
Total  Project  Costs  $      255,000 

Percent  of  Local  Match  50% 

PROJECT  SUMMARY: 

This  project  is  designed  to  make  improvements  on  Hysham's  sewer  system  with  regard  to  the 
existing  lagoon,  sewage  lift  station  pumps  and  sewer  main.    In  addition,  up  to  twenty-five 
manholes  will  be  replaced  as  they  have  deteriorated  and/or  are  not  properly  spaced  to  allow  for 
cleaning  and  maintenance.   With  the  proposed  improvements,  water  quality  and  system  efficiency 
are  expected  to  improve. 

OVERALL  RANKING  ON  10  STATUTORY  PRIORITIES  (90-6-710  (2)  MCA): 

The  application  received  2,750  points  out  of  a  possible  5,500  points.  The  application  ranks  17th 
out  of  21  applications. 

DOC  RECOMMENDATION  ON  FINANCIAL  ASSISTANCE  (90-6-710  (1 )  MCA): 

1 .  The  Applicant  does  not  have  the  financial  capacity  to  borrow  the  funds  requested  (as  an 
alternative  to  receiving  a  TSEP  grant).   This  is  an  affordability  problem. 

2.  Without  the  TSEP  grant,  the  combined  water  and  wastewater  rates  charged  to  households 
would  be  1  58%  of  the  target  rate,  which  indicates  a  serious  affordability  problem  for  the 
ratepayers. 

3.  Thus,  DOC  recommends  $1  27,500  in  TSEP  grant  funds  for  this  project  with  the  following 
condition:     A  more  complete  preliminary  engineering  report  detailing  the  scope  of  the  TSEP 
project  and  associated  costs  must  be  submitted  to  DOC  before  a  contract  for  the  grant  is 
executed.    (The  application  states  that  a  TSEP  grant  will  be  used  for  manhole  replacement,  a  new 
lift  station,  and  an  8"  PVC  sewer  main  extension  to  eliminate  the  existing  septic  systems  and 
freezing  sewer  mains.  The  application  does  not  clearly  separate  the  costs  of  improvements  that 
will  be  made  with  a  TSEP  grant  from  other  improvements  that  will  be  made  using  other  funding 
sources.  The  Department  of  Health  and  Environmental  Sciences  states  that  they  are  concerned 
about  the  deterioration  of  the  manholes  and  lift  stations). 

STAGE  ONE  OF  RANKING  -  RATIONALE  FOR  RANKING  ON  TEN  STATUTORY  PRIORITIES: 
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PRIORITY  #1 :  SOLVES  URGENT  HEALTH/SAFETY  PROBLEM 

The  application  describes  several  potential  problems  with  the  Hysham  sewer  system.  The 

application  does  not  provide  documentation  of  whether  or  not  contamination  is  occuring  because 

of  the  septic  systems.  The  Department  of  Health  and  Environmental  Sciences  is  concerned  with  % 

the  condition  of  the  manholes  and  lift  station  due  to  the  potential  of  sewage  backup  into  homes. 

The  application  spends  a  great  deal  of  time  discussing  the  health  and  safety  threat  created  by  the 

deterioration  of  th  sewer  lagoon  walls,  however,  repair  of  the  lagoon  walls  was  not  included  as 

part  of  the  TSEP  application. 

RANKING:        AVERAGE  RESPONSE  -    500  POINTS  OUT  OF  1000   POINTS  POSSIBLE 

PRIORITY  #2:  MEETS  HEALTH/SAFETY  STANDARDS 

The  project  is  not  necessary  to  comply  with  a  state  or  federal  order  or  directive.  The  application 
presented  only  potential  violations  that  may  occur  should  the  systems  lagoon  walls  be 
compromised  or  should  contamination  occur  from  the  use  of  several  septic  systems  in  the  area. 
The  application  does  document  the  threat  of  electrocution  to  employees  but  does  not  provide  any 
information  as  to  whether  the  presence  of  water  in  the  dry  well  is  a  violation  of  any  regulation. 
RANKING:      AVERAGE  RESPONSE  -  450  POINTS  OUT  OF  900    POINTS  POSSIBLE 

PRIORITY  #3:  PROVIDES  COST  EFFECTIVE  TECHNICAL  DESIGN 

The  limited  nature  of  the  preliminary  engineering  report  makes  it  difficult  to  judge  the  cost 
effectiveness  of  this  project.  However,  according  to  DOC's  review  engineer  the  proposed  project 
is  a  common  solution  to  a  common  problem.  Based  on  the  cost  estimate,  the  items  and  unit  prices 
appear  to  be  reasonable  for  a  project  of  this  kind. 
RANKING:      AVERAGE  RESPONSE  -  400  POINTS  OUT  OF  800    POINTS  POSSIBLE 

PRIORITY  #4:  BENEFITS  PUBLIC  COMPARED  TO  DOLLAR  REQUEST  ^ 

In  ranking  this  criterion,  the  magnitude  of  the  health  threat,  amount  of  funds  requested,  and  cost 
effective  nature  of  the  engineering  design  were  compared  and  analyzed.  It  is  impossible  to 
determine  the  actual  immediate  threat  to  the  public  health  and  safety  without  a  more  detailed 
description  of  the  problems.  The  application  is  requesting  a  50%  match  of  a  $127,500 TSEP 
grant.  A  grant  from  TSEP  would  amount  to  $599  per  household.  The  limited  nature  of  the 
preliminary  engineering  report  makes  it  difficult  to  judge  the  cost  effectiveness  of  this  project. 
However,  according  to  DOC's  review  engineer  the  proposed  project  is  a  common  solution  to  a 
common  problem.  Based  on  the  cost  estimate,  the  items  and  unit  prices  appear  to  be  reasonable 
for  a  project  of  this  kind. 
RANKING:      AVERAGE  RESPONSE  -  350  POINTS  OUT  OF  700    POINTS  POSSIBLE 

PRIORITY  #5:  REFLECTS  GREATER  FINANCIAL  NEED  (COMPETITIVE  RANKING 

INDICATORS): 

(Lower  ranking  indicates  greater  financial  need.  For  example,  ranking  1st  indicates  greatest 
financial  need;  ranking  21st  indicates  least  financial  need.) 

Indicator  1.  Household  Economic  Condition: 

MHI  $        18,958 

%  Persons  at  or  below  LMI  39  % 

%  Persons  at  or  below  Poverty  15.4  % 

Household  Economic  Condition  Ranking:     5th  in  the  field  of  21  applications 

c 

Analysis  for  Hysham's  Sewer  System  Improvements  request  shows  that  the  median  income  of  the 
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town's  households  is  low  (4th  lowest  of  21 )  among  applicants  for  the  1  994-95  TSEP  financing 
cycle  and  that  the  relative  concentration  of  persons  living  at  or  below  the  levels  of  poverty  and 
"low  and  moderate"  income  is  in  the  mid-range  (1 1th  and  10th  of  the  21  applicants).   This 
combination  of  factors  impacting  the  economic  condition  of  households  produces  a  rank  of  5th  of 
the  21  applicants  for  the  first  competitive  indicator. 

Indicator  2.  User  Charges  and  Taxes  %  MHI  (Affordability  Index): 

Avg.  Total  User  Charges  per  Household  $  570.24 

Avg.  Total  Taxes  per  Household  $  484.27 

Avg.  Residential  Value  $  30,721 
User  Charges  and  Taxes  %  MHI  Index  5.56  % 

User  Charges  and  Taxes  %  MHI  Ranking:     12th  in  the  field  of  21  applications 

Households  in  the  Town  of  Hysham  are  subject  to  a  combination  of  property  taxes  levied  to 
support  school  districts  and  town  and  county  governments,  plus  user  charges  associated  with  city 
utilities,  representing  total  amounts  in  the  mid-range  among  applicants.   These  costs,  measured 
against  a  low  median  household  income,  cause  Hysham  to  rank  12th  among  21  applicants  in 
regard  to  the  second  indicator  -  total  local  government  costs  divided  by  median  household  income. 

Indicator  3.  Change  in  Financial  Need  w/o  Grant: 

Additional  Debt  w/o  Grant  $     127,500 

Number  of  Households  213 

Monthly  Debt  Service/HH  on  Added  Debt  $  4.80 

Change  Ranking:     8th  in  the  field  of  21  applications 

The  third  competitive  indicator,  the  change  in  financial  need,  is  a  measure  of  the  impact  that 
would  be  felt  if  it  were  necessary  for  the  local  government  to  borrow  the  grant  funds.    For  the 
$1  27,500  TSEP  grant  requested,  the  relatively  large  calculated  rate  increase  for  Hysham 
households  produces  a  ranking  of  8th  of  21  applicants  for  this  measure. 

Overall  Competitive  Ranking:     1 1th  in  the  field  of  21  applications 
RANKING:      AVERAGE  RESPONSE  -  300  POINTS  OUT  OF  600    POINTS  POSSIBLE 

PRIORITY  #6:  OBTAINS  FUNDS  FROM  OTHER  SOURCES 

The  application  is  proposing  a  50%  match  of  a  $  1 27,500  TSEP  grant.  The  applicant  has  applied 
to  the  DNRC  renewable  Resources  Program  for  a  $100,000  grant  as  part  of  their  match. 
According  to  DNRC  staff  it  is  unclear  at  this  time  whether  their  projected  funding  will  go  far 
enough  to  fund  this  project.   The  applicant  intends  to  provide  the  remainder  of  the  match  by 
obtaining  a  loan  for  $27,500.  However,  the  application  does  not  describe  from  where  the  loan 
would  be  obtained. 
RANKING:      AVERAGE  RESPONSE  -  250  POINTS  OUT  OF  500  POINTS  POSSIBLE 

PRIORITY  #7:  PROVIDES  LONG-TERM,  FULL-TIME  JOBS  FOR  MONTANANS 

This  project  represents  a  general  infrastructure  improvement  and  as  such  does  not  directly  result 
in  the  creation  or  retention  of  a  substantial  number  of  long  term,  full-time  jobs  for  Montanans. 
The  application  does  state  that  the  project  will  allow  the  sewer  superintendent  to  maintain  his  job. 
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RANKING:      AVERAGE  RESPONSE  -  200  POINTS  OUT  OF  400  POINTS  POSSIBLE 

PRIORITY  #8:  ALLOWS  EXPANSION  OF  BUSINESS 

This  project  represents  a  general  infrastructure  improvement  and,  as  such,  does  not  directly  result 
in  the   expansion  of  a  specific  business.  The  application  does  mention  that  a  local  Conoco  gas 
station  would  like  to  expand.  The  application  did  not  provide  documentation  to  support  this  claim. 
RANKING:      AVERAGE  RESPONSE  -  150  POINTS  OUT  OF  300  POINTS  POSSIBLE 

PRIORITY  #9:  MAINTAINS  TAX  BASE 

This  project  represents  a  general  infrastructure  improvement  and  as  such  does  not  directly  result 

in  the  immediate  enhancement  of  the  tax  base.  The  improvements  could  facilitate  future  economic 

development. 

RANKING:      AVERAGE  RESPONSE  -  100  POINTS  OUT  OF  200  POINTS  POSSIBLE 

PRIORITY  #10:         HAS  STRONG  COMMUNITY  SUPPORT 

The  applicant  held  a  public  hearing  which  was  advertised  by  bulletins  placed  in  several  public 
places.    It  is  not  clear  form  the  minutes  that  were  provided  whether  the  community  was  made 
aware  that  at  least  $27,500  of  the  towns  contribution  would  be  from  a  loan.  There  appears  to 
have  been  no  discussion  of  rate  increases  to  repay  the  loan. 
RANKING:      AVERAGE  RESPONSE  -  50  POINTS  OUT  OF  100  POINTS  POSSIBLE 

TOTAL  POINTS  ON  10  PRIORITIES:  2,750  POINTS  OUT  OF  5,500  POINTS  POSSIBLE 

STAGE  TWO  OF  RANKING  -  AFFORDABILITY  FACTORS  AND  FINANCIAL  GAP 
ANALYSIS: 

Using  data  provided  by  TSEP  applicants,  DOC  conducted  extensive  financial  affordability  and  gap 
analysis.   The  results  are  summarized  for  the  purpose  of  clarity.   The  following  conclusions  are 
based  on  a  very  conservative  analysis  of  the  variance  between  actual  and  target  rates  for  the 
combination  of  water  and  wastewater  systems  and  on  the  amount  of  additional  debt  capacity  that 
can  be  supported  by  that  variance.   The  combination  rate  for  the   water  and  wastewater  systems 
was  used  to  ensure  that  low  rates  in  one  system  would  not  ignore  high  rates  that  may  be  present 
in  the  other  system.   Also,  target  rate  levels  were  reduced  by  10  percent  and  the  final  estimate  of 
additional  debt  capacity  was  reduced  by  an  amount  ranging  from  $500,000  to  $3  million, 
depending  on  the  number  of  households  served  by  the  applicant,  to  provide  a  "financial  safety 
margin"  for  applicants. 

1 .  Instead  of  receiving  the  TSEP  grant,  does  the  Applicant  have  the  capacity  to  borrow  the 
funds  requested? 

No. 

2.  What  would  be  the  user  rates  for  the  Applicant's  combined  water  and  wastewater  systems 
as  a  percentage  of  target  rates  (assuming  full  TSEP  grant  assistance)? 

143%  of  the  target  affordable  rate. 

3.  What  would  be  the  user  rates  for  the  Applicant's  combined  water  and  wastewater  systems 
as  a  percentage  of  target  rates  (assuming  no  TSEP  grant  assistance)? 

1  58%  of  the  target  affordable  rate. 
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PROJECT  NO.  18 

APPLICANT:  CITY  OF  HAVRE 

PROJECT  NAME:  Expansion  of  Water  Treatment  Plant 

AMOUNT  OF  TSEP  REQUEST:  $        500,000  Grant 

OTHER  FUNDING  SOURCES:  $    1,144,600  Revenue  Bond 

Total  Project  Costs  $    1,644,600 

Percent  of  Local  Match  74.31  % 

PROJECT  SUMMARY: 

This  project  is  designed  to  increase  the  storage  capacity  of  the  city's  water  treatment  plant  to 
meet  demand  without  the  use  of  well  water  which  has  deteriorated  in  quality  and  may  not  meet 
EPA's  proposed  sodium  and  sulphur  rules  under  the  Safe  Drinking  Water  Act.  Currently,  there  are 
no  state  or  federal  mandates  regarding  sodium  and  sulphur  content  in  drinking  water.  In  order  for 
the  water  system  to  handle  future  growth,  the  City  must  replace  one  high  service  pump  and  worn 
components  in  the  primary  settling  basin  and  construct  a  secondary  settling  basin  equipped  with  a 
sludge  removal  system. 

OVERALL  RANKING  ON  10  STATUTORY  PRIORITIES  (90-6-710  (2)  MCA: 

The  application  received  2,650  points  out  of  a  possible  5,500  points.  The  application  ranks  18th 
out  of  21  applications. 

DOC  RECOMMENDATION  ON  FINANCIAL  ASSISTANCE  (90-6-710  (1)  MCA): 

1.  The  Applicant  does  not  have  the  financial  capacity  to  borrow  the  funds  requested  (as  an 
alternative  to  receiving  a  TSEP  grant).   This  is  an  affordability  problem. 

2.  Without  the  TSEP  grant,  the  combined  water  and  wastewater  rate  charged  to  households 
would  be  98%  of  the  target  rate,  which  indicates  that  the  Applicant's  rate  is  near  the  target  rate. 

3.  State  law  requires  that  TSEP  applications  be  considered  according  to  their  relationship  for 
resolving  urgent  public  health  and  safety  problems  (TSEP  statutory  priority  #1).   The  application 
presented  no  documentation  (such  as  letters  from  the  DHES  or  EPA)  of  claims  made  regarding 
water  contamination,  or  serious  environmental  pollution  either  from  the  community  wells  or  the 
private  wells  in  North  Havre.  DOC's  review  engineer  states  that  based  on  the  information  in  the 
application,  there  is  no  clear  documentation  that  there  is  a    significant  health  risk,  environmental 
risk  or  other  problems  associated  with  the  continued  use  of  the  community's  wells. 

4.  State  law  requires   that  TSEP  applications  be  considered  according  to  their  relationship  to 
enabling  local  governments  to  meet  state  or  federal  health  or  safety  standards  (TSEP  statutory 
priority  #2).     The  application  does  not  document  that  the  Applicant  currently  violates  a  state  or 
federal  standard.   According  to  DHES  Water  Quality  Bureau,  the  Applicant's  water  system  does 
not  currently  violate  any  state  or  federal  standards.    EPA  has  not  yet  adopted  federal  standards 
for  sulphur  content  or  sodium  content  in  drinking  water. 

5.  Thus,  DOC  does  not  recommend  TSEP  grant  funding  for  this  project.     There  is  no 
documentation  of  a  health  threat  or  violation  of  a  state  or  federal  standard. 
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STAGE  ONE  OF  RANKING    -  RATIONALE  FOR  RANKING  ON  TEN  STATUTORY 
PRIORITIES: 

PRIORITY  #1:  SOLVES  URGENT  HEALTH/SAFETY  PROBLEM 

The  project  summary  portion  of  the  application  describes  two  problems.  The  first  problem  being 
that  the  water  treatment  plant  is  at  capacity  and  is  in  need  of  expansion.  The  City  must  utilize  it's 
four  wells  to  meet  maximum  day  demands.  The  application  states  that  the  water  quality  in  these 
wells  has  deteriorated  and  new  regulations  are  requiring  the  City  to  treat  the  wells.  The 
application  further  states  that  it  is  to  expensive  to  treat  the  wells  and  they  must  be  abandoned. 
The  second  possible  problem  is  with  the  community  of  North  Havre  and  the  possible 
contamination  of  private  wells.     In  neither  case  does  the  Applicant  clearly  state  which 
contaminants  in  the  wells  require  treatment  or  specifically  what  public  health  risk  is  of  concern. 
DOC's  review  engineer  states  that  based  on  the  information  in  the  application,  it  is  not  clear  that 
there  is  a  significant  health  risk,  environmental  risk  or  other  problems  associated  with  the 
continued  use  of  the  wells.   The  DHES  stated  that  the  Applicant's  water  system  does  not 
currently  violate  any  state  or  federal  standards.   Also,  DHES  stated  that  EPA  has  not  adopted  a 
federal  rule  for  maximum  level  for  sulphur  and  sodium  content  in  drinking  water.   Thus,  there  is  no 
regulatory  benchmark  currently  established  to  determine  whether  a  health  threat  exists  regarding 
the  sulphur  and  sodium  content  in  the  Applicant's  water  system. 

RANKING:      BELOW  AVERAGE  RESPONSE  -    250    POINTS  OUT  OF  1000  POINTS 
POSSIBLE 

PRIORITY  #2:  MEETS  HEALTH/SAFETY  STANDARDS 

The  project  is  not  necessary  to  comply  with  a  court  order  or  a  state  of  federal  agency  directive. 
The  application  does  present  well  data  that  documents  violation  of  EPA  recommended  standards 
for  sodium,  sulfate,  total  solids  and  total  hardness.    No  water  quality  data  is  presented  for  the 
North  Havre  private  wells  so  it  is  not  known  if  any  drinking  water  standards  are  violated.   The 
DHES  stated  that  the  Applicant's  water  system  does  not  currently  violate  any  state  or  federal 
standards.   Also,  DHES  stated  that  EPA  has  not  adopted  a  federal  rule  for  maximum  level  for 
sulphur  and  sodium  content  in  drinking  water.   Thus,  there  is  no  regulatory  benchmark  currently 
established  to  determine  whether  a  health  threat  exists  regarding  the  sulphur  and  sodium  content 
in  the  Applicant's  water  system. 

RANKING:      BELOW  AVERAGE  RESPONSE  -  225    POINTS  OUT  OF  900  POINTS 
POSSIBLE 

PRIORITY  #3:  PROVIDES  COST  EFFECTIVE  TECHNICAL  DESIGN 

According  to  DOC's  review  engineer  the  expansion  of  the  water  treatment  plant  as  proposed  is  a 
complete  and  long  term  solution  to  the  abandonment  of  the  City's  wells  and  to  meeting  North 
Havre's  needs.   Two  alternatives  for  plant  expansion  along  with  three  alternatives  for  sludge 
lagoons  were  investigated.  According  to  DOC's  review  engineer  the  appropriate  engineering 
designs  appear  to  have  be  selected  for  construction. 
RANKING:      ABOVE  AVERAGE  RESPONSE  -  600  POINTS  OUT  OF  800  POINTS  POSSIBLE 

PRIORITY  #4:  BENEFITS  PUBLIC  COMPARED  TO  DOLLAR  REQUEST 

In  ranking  this  criterion,  the  magnitude  of  the  health  threat,  amount  of  funds  requested,  and  cost 
effective  nature  of  the  engineering  design  were  compared  and  analyzed.     DOC's  review  engineer 
states  that  based  on  the  information  in  the  application,  it  is  not  clear  that  there  is  a  significant 
health  risk,  environmental  risk  or  other  problems  associated  with  the  continued  use  of  the  wells. 
The  application  is  proposing  a  74%  match  of  a  $500,000  TSEP  grant.  However,  it  appears  that 
$237, 190 of  the  match  will  be  spent  on  associated  projects   that  will  be  completed  before  a  TSEP 
grant  would  be  awarded  and  thus  be  ineligible  to  be  counted  as  match.  According  to  DOC's 
review  engineer  the  appropriate  engineering  designs  appear  to  have  be  selected  for  construction. 
RANKING:    AVERAGE  RESPONSE  -    350  POINTS  OUT  OF  700  POINTS  POSSIBLE 

PRIORITY  #5:  REFLECTS  GREATER  FINANCIAL  NEED  (COMPETITIVE  RANKING 

INDICATORS): 

(Lower  ranking  indicates  greater  financial  need.  For  example,  ranking  1st  indicates  greatest 
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financial  need;  ranking  21st  indicates  least  financial  need.) 

Indicator  1 .  Household  Economic  Condition: 

MHI  $        25,646 

%  Persons  at  or  below  LMI  33  % 

%  Persons  at  or  below  Poverty  15.5  % 

Household  Economic  Condition  Ranking:     18th  in  the  field  of  21  applications 

Analysis  for  Havre's  Expansion  of  Water  Treatment  Plant  request  shows  that  the  median  income 
of  the  city's  households  is  high  (19th  lowest  of  21)  among  applicants  for  the  1 994-95  TSEP 
financing  cycle  and  that  the  relative  concentration  of  persons  living  at  or  below  the  levels  of 
poverty  and  "low  and  moderate"  income  is  in  the  mid-range  (18th  and  9th  of  the  21  applicants). 
This  combination  of  factors  impacting  the  economic  condition  of  households  produces  a  rank  of 
18th  of  the  21  applicants  for  the  first  competitive  indicator. 

Indicator  2.  User  Charges  and  Taxes  %  MHI  {Affordability  Index): 

Avg.  Total  User  Charges  per  Household  $  557.88 

Avg.  Total  Taxes  per  Household  $  893.62 

Avg.  Residential  Value  $  50,248 

User  Charges  and  Taxes  %  MHI  Index  5.66  % 

User  Charges  and  Taxes  %  MHI  Ranking:     1 1th  in  the  field  of  21  applications 

Households  in  the  City  of  Havre  are  subject  to  a  combination  of  property  taxes  levied  to  support 
school  districts  and  city  and  county  governments,  plus  user  charges  associated  with  city  utilities, 
representing  one  of  the  larger  total  amounts  among  applicants.   These  costs,  measured  against  a 
high  median  household  income,  cause  Havre  to  rank  1 1th  among  21  applicants  in  regard  to  the 
second  indicator  -  total  local  government  costs  divided  by  median  household  income. 

Indicator  3.  Change  in  Financial  Need  w/o  Grant: 

Additional  Debt  w/o  Grant  $     500,000 

Number  of  Households  3,428 

Monthly  Debt  Service/HH  on  Added  Debt   $  1.17 

Change  Ranking:     16th  in  the  field  of  21  applications 

The  third  competitive  indicator,  the  change  in  financial  need,  is  a  measure  of  the  impact  that 
would  be  felt  if  it  were  necessary  for  the  local  government  to  borrow  the  grant  funds.    For  the 
$500,000  TSEP  grant  requested,  the  calculated  rate  increase  for  Havre  households  is  in  the 
mid-range  and  produces  a  ranking  of  16th  of  21  applicants  for  this  measure. 

Overall  Competitive  Ranking:     14th  in  the  field  of  21  applications 

RANKING:      AVERAGE  RESPONSE  -  300  POINTS  OUT  OF  600  POINTS  POSSIBLE 

PRIORITY  #6:  OBTAINS  FUNDS  FROM  OTHER  SOURCES 

The  application  is  proposing  a  74%  match  of  a  $500,000  TSEP  grant.  However,  it  appears  that 
$237,1  90  of  the  match  will  be  spent  on  associated  projects   that  will  be  completed  before  a  TSEP 
grant  would  be  awarded  and  thus  be  ineligible  to  be  counted  as  match.   The  Applicant's  match  is 
supplied  by  a  revenue  bond  which  is  yet  to  be  enacted. 
RANKING:      ABOVE  AVERAGE  RESPONSE  -  375  POINTS  OUT  OF  500  POINTS  POSSIBLE 

PRIORITY  #7:  PROVIDES  LONG-TERM,  FULL-TIME  JOBS  FOR  MONTANANS 
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This  project  represents  a  general  infrastructure  improvement  and  as  such  does  not  directly  result 
in  the  creation  or  retention  of  a  substantial  number  of  long  term,  full-time  jobs  for  Montanans.  The 
application  does  not  document  any  jobs  that  would  be  created  because  this  project. 
RANKING:      AVERAGE  RESPONSE    -  200  POINTS  OUT  OF  400  POINTS  POSSIBLE 

PRIORITY  #8:  ALLOWS  EXPANSION  OF  BUSINESS 

This  project  represents  a  general  infrastructure  improvement  and  as  such  does  not  directly  result 
in  the  immediate  expansion  of  a  specific  business.  The  application  did  mention  the  possible 
development  of  a  major  subdivision  east  of  the  city.  However,  there  is  not  documentation  that 
this  is  more  than  a  possibility. 
RANKING:      AVERAGE  RESPONSE  -  150  POINTS  OUT  OF  300  POINTS  POSSIBLE 

PRIORITY  #9:  MAINTAINS  TAX  BASE 

This  project  represents  a  general  infrastructure  improvement  and  as  such  does  not  directly  result 
in  the  immediate  enhancement  of  the  tax  base.  The  improvements  are  needed  to  accommodate 
future  growth  and  would  at  some  future  point  improve  the  tax  base. 
RANKING:      AVERAGE  RESPONSE  -  100  POINTS  OUT  OF  200  POINTS  POSSIBLE 

PRIORITY  #10:         HAS  STRONG  COMMUNITY  SUPPORT 

The  applicant  gave  proper  public  notice  and  held  a  public  hearing  at  which  the  application  for  a 
TSEP  grant  and  rate  increases  were  thoroughly  discussed.  There  also  has  been  excellent 
newspaper  coverage  of  the  situation. 
RANKING:      BEST  RESPONSE  -  100  POINTS  OUT  OF  100  POINTS  POSSIBLE 

TOTAL  POINTS  ON  10  PRIORITIES:  2,650  POINTS  OUT  OF  5,500  POINTS  POSSIBLE 

STAGE  TWO  OF  RANKING  -  AFFORDABILITY  FACTORS  AND  FINANCIAL  GAP 
ANALYSIS: 

Using  data  provided  by  TSEP  applicants,  DOC  conducted  extensive  financial  affordability  and  gap 
analysis.   The  results  are  summarized  for  the  purpose  of  clarity.   The  following  conclusions  are 
based  on  a  very  conservative  analysis  of  the  variance  between  actual  and  target  rates  for  the 
combination  of  water  and  wastewater  systems  and  on  the  amount  of  additional  debt  capacity  that 
can  be  supported  by  that  variance.   The  combination  rate  for  the   water  and  wastewater  systems 
was  used  to  ensure  that  low  rates  in  one  system  would  not  ignore  high  rates  that  may  be  present 
in  the  other  system.   Also,  target  rate  levels  were  reduced  by  10  percent  and  the  final  estimate  of 
additional  debt  capacity  was  reduced  by  an  amount  ranging  from  $500,000  to  $3  million, 
depending  on  the  number  of  households  served  by  the  applicant,  to  provide  a  "financial  safety 
margin"  for  applicants. 

1 .  Instead  of  receiving  the  TSEP  grant,  does  the  Applicant  have  the  capacity  to  borrow  the 
funds  requested? 

No. 

2.  What  would  be  the  user  rates  for  the  Applicant's  combined  water  and  wastewater  systems  as 
a  percentage  of  target  rates  (assuming  full  TSEP  grant  assistance)? 

95%  of  the  target  affordable  rate. 

3.  What  would  be  the  user  rates  for  the  Applicant's  combined  water  and  wastewater  systems  as 
a  percentage  of  target  rates  (assuming  no  TSEP  qrant  assistance)  ? 

98%  of  the  target  affordable  rate. 
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PROJECT  NO.  19 

APPLICANT:  TOWN  OF  CHESTER 

PROJECT  NAME:  Wastewater  System  Improvements 

AMOUNT  OF  TSEP  REQUEST:  $       95,350  Grant 

OTHER  FUNDING  SOURCES:  $       52,300   Local  Funds 

$      43,050  SID  Assessment 
Total  Other  $      95,350 

Total  Project  Costs  $     190,700 

Percent  of  Local  Match  50% 

PROJECT  SUMMARY: 

This  project  is  designed  to  provide  basic  wastewater  sewer  service  to  the  Taylor  Addition,  located 
in  the  northeast  corner  of  the  community,  and  to  a  business  which  wants  to  expand.  Some  of  the 
private  septic  systems  currently  servicing  these  areas  are  failing  to  handle  the  sewage  as 
evidenced  in  May  1994,  when  two  households  were  ordered  by  the  previous  County  Sanitarian  to 
build  new  drainfields  or  to  connect  to  the  public  system.    With  the  proposed  improvements,  a 
barrier  to  further  housing  development  in  the  Taylor  Addition  would  be  removed.    Minor  repairs 
and  improvements  on  the  existing  sewer  system  are  also  included  in  the  project. 

OVERALL  RANKING  ON  10  STATUTORY  PRIORITIES  (90-6-710  (2)  MCA): 

The  application  received  2,125  points  out  of  a  possible  5,500  points.  The  application 
ranks  19th  out  of  21  applications. 

DOC  RECOMMENDATION  ON  FINANCIAL  ASSISTANCE  (90-6-710  (1)  MCA): 

1 .  The  Applicant  does  not  have  the  financial  capacity  to  borrow  the  funds  requested  (as  an 
alternative  to  receiving  a  TSEP  grant).   This  is  an  affordability  problem. 

2.  Without  the  TSEP  grant,  the  combined  water  and  wastewater  rate  charged  to  households 
would  be  1  21  %  of  the  target  rate,  which  indicates  a  serious  affordability  problem  for  the 
ratepayers. 

3.  State   law  requires  that  TSEP  applications  be  considered  according  to  their  relationship  for 
resolving  urgent  public  health  and  safety  problems  (TSEP  statutory  priority  #1).  The  Montana 
Department  of  Health  &  Environmental  Sciences  (DHES)   files  show  that  there  is  no  known  serious 
deficiency  with  the  Chester  sewer  system.  Further,  the  application  did  not  document  a  serious 
health  or  safety  threat  to  the  residents  of  the  community,  nor  to  the  Taylor  Addition.    For 
example,  there  were  no  letters  from  the  DHES  or   EPA  documenting  a  health  threat  and  the  need 
to  install  a  central  sewer  (as  opposed  to  replacing  the  septic  tanks). 

4.  State  law  requires  that  TSEP  applications  be  considered  according  to  their  relationship  to 
enabling  local  governments  to  meet  state  or  federal  health  or  safety  standards  (TSEP  statutory 
priority  #2).     There  are  no  state  or  federal  agency  directives  or  orders  issued  that  require  the 
Applicant  to  upgrade  the  system  or  to  install  a  central  sewer  in  the  Taylor  Addition. 

5.  The  project  appears  to  presently  benefit  only  a  limited  number  of  households. 

6.  Thus,  DOC  does  not  recommend  TSEP  grant  funds  for  this  project  . 
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STAGE  ONE  OF  RANKING    -  RATIONALE  FOR  RANKING  ON  TEN  STATUTORY 
PRIORITIES: 

PRIORITY  #1:  SOLVES  URGENT  HEALTH/SAFETY  PROBLEM  f 

Based  on  a  review  of  MDHES  Water  Quality  Bureau  files   no  serious  deficiency  exists  in  the 
Chester  sewer  system.   The  proposed  improvements  are  necessary  to  improve  service  and 
minimize  maintenance  requirements.  There  is  no  documentation  of  a  threat  to  the  health  and 
safety  of  the  Chester.  The  application  stated   that  there  were  problems  with  septic  systems  in  the 
Taylor  Addition;  however,  the  current  County  Sanitarian  was  unaware  of  any  orders  to  the 
residents  of  the  Taylor  Addition  regarding  their  septic  systems.   The  application  did  not  document 
why  there  were  problems  with  the  septic  systems  in  the  Taylor  Addition.    Any  orders  or  directives 
from  previous  sanitarians  was  not  documented  in  the  application. 
RANKING:  BELOW  AVERAGE  RESPONSE  -  250  POINTS  OUT  OF  1000  POINTS  POSSIBLE 

PRIORITY  #2:  MEETS  HEALTH/SAFETY  STANDARDS 

The  project  is  not  necessary  to  comply  with  any   State  or  Federal  agency  directives  or  orders.  The 
application  states  that  two  households  in  the  Taylor  Addition  have  been  ordered  to  replace  septic 
drainfields.  However,  there  is  no  documentation  of  any  order  at  the  County  level  restricting 
development  in  the  Taylor  Addition  because  of  concerns  regarding  the  installation  of  individual 
septic  systems.  The  current  County  Sanitarian  feels  the  area  maybe  subject  to  high  ground  water 
but  no  documentation  is  available. 

RANKING:      BELOW  AVERAGE  RESPONSE  -  225  POINTS  OUT  OF  900  POINTS 
POSSIBLE 

PRIORITY  #3:  PROVIDES  COST  EFFECTIVE  TECHNICAL  DESIGN 

The  extensions  to  the  grocery  store  and  Taylor  Addition,  in  concept,  thoroughly  addresses  the 

potential  problems  and  provides  a  long  term  solution.    However,  the  preliminary  engineering  report 

did  not  consider  any  alternatives  to  extending  the  sanitary  sewer  to  these  areas.  Considering  the 

high  cost  per  household  served  in  the  Taylor  Addition,  possible  alternatives  should  have  been  f 

investigated. 

RANKING:      AVERAGE  RESPONSE  -  400  POINTS  OUT  OF  800  POINTS  POSSIBLE 

PRIORITY  #4:  BENEFITS  PUBLIC  COMPARED  TO  DOLLAR  REQUEST. 

Currently  there  are  only  five  households  in  the  Taylor  Addition  and  one  grocery  store  that  would 
benefit  from  the  construction  of  this  project.    There  was  no  documentation  of  any  plans  for 
development  in  near  future  for  the  Taylor  Addition.  Chester  is  asking  for  a  $95,350  grant  from 
TSEP.   At  present  that  would  amount  to  a  $15,892  benefit  for  each  of  the  households  and  the 
grocery  store.    The  Town  is  proposing  a  50%  match  in  the  form  of  a  $52,300  cash  contribution 
and  a  $43,050  loan  from  the  Town  to  the  district  in  the  form  of  an  SID. 
RANKING:      BELOW  AVERAGE  RESPONSE  -  175  POINTS  OUT  OF  700  POINTS 
POSSIBLE 

PRIORITY  #5:  REFLECTS  GREATER  FINANCIAL  NEED  (COMPETITIVE  RANKING 

INDICATORS): 

(Lower  ranking  indicates  greater  financial  need.  For  example,  ranking  1st  indicates  greatest 
financial  need;  ranking  21st  indicates  least  financial  need.) 

Indicator  1.  Household  Economic  Condition: 

MHI  $        22,500 

%  Persons  at  or  below  LMI  36  % 

%  Persons  at  or  below  Poverty  1  2.0  % 

Household  Economic  Condition  Ranking:     14th  in  the  field  of  21  applications 

Analysis  for  Chester's  Wastewater  Improvements  request  shows  that  the  median  income  of  the 
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town's  households  is  in  the  mid-range  (14th  lowest  of  21)  among  applicants  for  the  1994-95 
TSEP  financing  cycle  and  that  the  relative  concentration  of  persons  living  at  or  below  the  levels  of 
poverty  and  "low  and  moderate"  income  is  relatively  low  (15th  and  17th  of  the  21  applicants). 
This  combination  of  factors  impacting  the  economic  condition  of  households  produces  a  rank  of 
14th  of  the  21  applicants  for  the  first  competitive  indicator. 

Indicator  2.  User  Charges  and  Taxes  %  MHI  (Affordability  Index): 

Avg.  Total  User  Charges  per  Household  $  625.68 

Avg.  Total  Taxes  per  Household  $  751 .98 

Avg.  Residential  Value  $  55,811 
User  Charges  and  Taxes  %  MHI  Index  6.12  % 

User  Charges  and  Taxes  %  MHI  Ranking:     7th  in  the  field  of  21  applications 

Households  in  the  Town  of  Chester  are  subject  to  a  combination  of  property  taxes  levied  to 
support  school  districts  and  town  and  county  governments,  plus  user  charges  associated  with 
various  utilities,  representing  one  of  the  larger  total  amounts  among  applicants.   These  costs, 
measured  against  a  median  household  income  in  the  mid-range,  cause  Chester  to  rank  7th  among 
21  applicants  in  regard  to  the  second  indicator  -  total  local  government  costs  divided  by  median 
household  income. 

Indicator  3.  Change  in  Financial  Need  w/o  Grant: 

Additional  Debt  w/o  Grant  $       95,350 

Number  of  Households  360 

Monthly  Debt  Service/HH  on  Added  Debt  $  2.12 

Change  Ranking:     1 1th  in  the  field  of  21  applications 

The  third  competitive  indicator,  the  change  in  financial  need,  is  a  measure  of  the  impact  that 
would  be  felt  if  it  were  necessary  for  the  local  government  to  borrow  the  grant  funds.    For  the 
$95,350  TSEP  grant  requested,  the  calculated  rate  increase  for  Chester  households  is  in  the 
mid-range  and  produces  a  ranking  of  1 1th  of  21  applicants  for  this  measure. 

Overall  Competitive  Ranking:     12th  in  the  field  of  21  applications 

RANKING:      AVERAGE  RESPONSE  -  300  POINTS  OUT  OF  600  POINTS  POSSIBLE 

PRIORITY  #6:  OBTAINS  FUNDS  FROM  OTHER  SOURCES 

The  applicant  is  proposing  a  50%  match  of  which  $52,300  is  a  cash  contribution  from  the  Town 
and  a  $43,050  loan  from  the  Town  to  the  District  in  the  form  of  an  SID.  The  application  did  not 
document  whether  the  residents  of  the  District  have  been  notified  of  the  proposed  SID  or  whether 
they  are  willing  to  except  the  additional  debt.  SID's  require  a  vote  of  the  residents  of  the  district 
before  they  can  be  assessed. 
RANKING:      AVERAGE  RESPONSE  -  250  POINTS  OUT  OF  500  POINTS  POSSIBLE 

PRIORITY  #7:  PROVIDES  LONG-TERM.  FULL-TIME  JOBS  FOR  MONTANANS 

The  project  would  facilitate  the  expansion  of  Mike's  IGA.  Financing  for  the  expansion  appears  to 
be  in  place.  The  expansion  would  create  four  new  jobs.  The  lack  of  documentation  or  letters  from 
Mike's  IGA  or  the  Agencies  providing  funding  for  the  project  make  this  an  average  response. 
RANKING:      AVERAGE  RESPONSE  -  200  POINTS  OUT  OF  400  POINTS  POSSIBLE 

PRIORITY  #8:  ALLOWS  EXPANSION  OF  BUSINESS 

The  application  does  single  out  a  specific  business  (Mike's  IGA)  that  would  benefit  from  the 
expansion  of  the  sewer  system.  However,   the  application  provided  no  specific  business  plan,  no 
letters  of  support  from  the  IGA,  or  documentation  from  funding  agencies  making  it  an  average 
response. 
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RANKING:      AVERAGE  RESPONSE  -  150  POINTS  OUT  OF  300  POINTS  POSSIBLE 

PRIORITY  #9:  MAINTAINS  TAX  BASE 

Again  the  lack  of  supporting  documentation  supporting  the  expansion  of  the  IGA  makes  this  an 

average  response. 

RANKING:      AVERAGE  RESPONSE  -  100  POINTS  OUT  OF  200  POINTS  POSSIBLE 

PRIORITY  #10:         HAS  STRONG  COMMUNITY  SUPPORT 

The  application  documented  that  a  public  hearing  was  advertised  and  held.   The  TSEP  program 
was  mentioned  as  a  possible  funding  source.  The  application  failed  to  document  whether 
increased  user  fees  or  the  creation  of  an  SID  were  discussed. 
RANKING:      ABOVE  AVERAGE  RESPONSE  -  75  POINTS  OUT  OF  100  POINTS  POSSIBLE 

TOTAL  POINTS  ON  10  PRIORITIES:    2,125  POINTS  OUT  OF  5,500  POINTS  POSSIBLE 

STAGE  TWO  OF  RANKING  -  AFFORDABILITY  FACTORS  AND  FINANCIAL  GAP 
ANALYSIS: 

Using  data  provided  by  TSEP  applicants,  DOC  conducted  extensive  financial  affordability  and  gap 

analysis.   The  results  are  summarized  for  the  purpose  of  clarity.   The  following  conclusions  are 

based  on  a  very  conservative  analysis  of  the  variance  between  actual  and  target  rates  for  the 

combination  of  water  and  wastewater  systems  and  on  the  amount  of  additional  debt  capacity  that 

can  be  supported  by  that  variance.   The  combination  rate  for  the   water  and  wastewater  systems 

was  used  to  ensure  that  low  rates  in  one  system  would  not  ignore  high  rates  that  may  be  present 

in  the  other  system.   Also,  target  rate  levels  were  reduced  by  10  percent  and  the  final  estimate  of 

additional  debt  capacity  was  reduced  by  an  amount  ranging  from  $500,000 to  $3  million, 

depending  on  the  number  of  households  served  by  the  applicant,  to  provide  a  "financial  safety 

margin"  for  applicants.  m 

1 .  Instead  of  receiving  the  TSEP  grant,  does  the  Applicant  have  the  capacity  to  borrow  the 
funds  requested? 

No. 

2.  What  would  be  the  user  rates  for  the  Applicant's  combined  water  and  wastewater  systems  as 
a  percentage  of  target  rates  (assuming  full  TSEP  grant  assistance)? 

1 1  5%  of  the  target  affordable  rate. 

3.  What  would  be  the  user  rates  for  the  Applicant's  combined  water  and  wastewater  systems  as 
a  percentage  of  target  rates  (assuming  no  TSEP  grant  assistance)  ? 

121%  of  the  target  affordable  rate. 


116 


PROJECT  NO.  20 

APPLICANT:  DAWSON  COUNTY 

PROJECT  NAME:  Bell  St.  Bridge  Paint  Stripping  and  Repainting 

AMOUNT  OF  TSEP  REQUEST:  $    500,000   Grant 

OTHER  FUNDING  SOURCES:  $    265,800    Local  Funds 

$     100,000    Other  (result  of  DNRC  recommendation) 
Total  Other  $    365,800    (Changes  by  other  funding  sources 

updated  by  DOC) 
Total  Project  Costs  $    865,800 

Percent  of  Local  Match  42.25% *Does  not  meet  the  minimum 

50%  match  requirement. 

PROJECT  SUMMARY: 

The  Bell  Street  Bridge  in  Glendive  has  rust  corrosion  of  the  steel  superstructure.   The  bridge 
provides  support  to  utility  lines,  including  communication  lines,  electricity  lines  and  a  twelve  inch 
water  line,  the  only  line  supplying  water  to  West  Glendive.   The  bridge,  by  design,  has  been 
closed  to  vehicular  traffic  and  will  be  used  as  a  pedestrian  walkway.   The  TSEP  grant  request 
would  fund  the  stripping  of  all  paint  and  rust  from  the  steel  surfaces  of  the  bridge.   The  old  lead 
paint  would  be  disposed  of  in  an  environmentally  approved  manner.   The  bridge  would  then  be 
repainted. 

OVERALL  RANKING  ON  10  STATUTORY  PRIORITIES  (90-6-710  (2)  MCA): 

The  application  received  1,625  points  out  of  5,500  possible  points.   The  application  ranks  20th 
out  of  21  applications. 

DOC  RECOMMENDATION  ON  FINANCIAL  ASSISTANCE  (90-6-710  (1)  MCA): 

1 .  Dawson  County's  bridge  fund  (mill  levy)  is  subject  to  the  1-105  tax  freeze  which  limits  the 
ability  of  the  County  to  finance  the  project. 

2.  The  Applicant's  financial  package,  in  terms  of  proposed  matching  funds,  is  not  financially 
feasible.   The  Applicant  is  short  $134, 200 to  meet  the  TSEP  50%  matching  requirement.   Also, 
the  DNRC  staff  are  recommending  that  the  Legislature  not  approve  the  Applicant's  $100,000 
grant  request  to  the  DNRC  Renewable  Resource  Program.    If  the  Legislature  concurs,  the  loss  of 
the  DNRC  matching  grant  would  further  reduce  the  financial  feasibility  of  the  Applicant's  proposed 
TSEP  project.   The  Applicant  would  be  short  an  additional  $100,000.  The  entire  financing 
package  for  the  proposed  project  needs  to  be  reworked. 

3.  State  law  requires  that  TSEP  applications  must  be  considered  according  to  their  relationship 
for  resolving  urgent  public  health  and  safety  problems  (TSEP  statutory  priority  #1).   The 
application  provided  no  credible  evidence  that  there  is  an  immediate  or  urgent  health  threat  which 
this  paint  stripping  and  repainting  project  would  resolve.   There  was  no  written  documentation 
that  the  bridge  is  structurally  unsound,  nor  that  TSEP  funds  would  be  used  to  correct  structural 
(public  safety)  deficiences.   According  to  the  DOC  review  engineer,  cleaning  and  repainting  the 
bridge  is  not,  in  itself,  a  basis  for  a  serious  deficiency.    Painting  is  primarily  for  cosmetic  reasons. 

4.  State  law  requires  that  the  TSEP  applications  must  be  considered   according  to  their 
relationship  to  enabling  local  governments  to  meet  state  or  federal  health  or  safety  standards 
(TSEP  statutory  priority  #2).   The  application  provided  no  credible  evidence  and  no  written 
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documentation  that  a  state  or  federal  standard  or  regulation  is  currently  being  violated  and  that 
the  proposed  TSEP  project  would  help  meet  a  state  or  federal  health  or  safety  standard. 

5.  According  to  the  DOC  review  engineer,  the  cost  of  the  disposal  of  the  toxic  lead  paint  wastes 
may  not  have  been  considered  by  the  Applicant's  engineer  in  the  preparation  of  the  Applicant's 
cost  estimates.    In  addition,  the  Applicant's  cost  estimates  may  be  far  too  low  for  the  proposed 
work.   These  concerns  raise  questions  regarding  the  technical  feasiblity  of  accomplishing  the 
project  as  it  was  outlined  in  the  application. 

6.  Thus,  DOC  does  not  recommend  TSEP  grant  funds  for  this  project  due  to  numerous  financial 
and  technical  feasibility  issues. 

STAGE  ONE  OF  RANKING  -  RATIONALE  FOR  RANKING  ON  TEN  STATUTORY 
PRIORITIES: 

PRIORITY  #1 :  SOLVES  URGENT  HEALTH/SAFETY  PROBLEM 

The  Bell  Street  Bridge  is  being  renovated  by  Dawson  County.   This  old  bridge  has  been  closed  to 
vehicular  traffic,  and  is  being  converted  and  renovated  for  pedestrian  use.    By  design,  the  bridge 
will  not  be  used  for  vehicular  traffic  in  the  future.     The  applicant  has  already  completed  a  major 
portion  of  the  renovation  of  the  bridge.   The   TSEP  application  is   for  cleaning  and  painting   the 
steel  structure.    No  structural  reconstruction  is  being  proposed  by  the  Applicant.     According  to 
the  DOC  review  engineer,  the  cleaning  and  painting  is  a  cosmetic  measure  which  also  protects  the 
steel  from  deterioration.   There  was  no  information  presented  in  the  application  that  indicates  that 
the  lack  of  cleaning  and  painting  currently  poses  an  urgent  health  or  safety  threat.  There  was  no 
documentation  that  the  bridge  is  structurally  unsound,  nor  that  the  proposed  use  of  the  TSEP 
funds  would  be  for  structural  work  designed  to  alleviate  a  documented  health  or  safety  problem. 
The  bridge  does  carry  important  utilities  across  the  Yellowstone  River  connecting  the  City  of 
Glendive  with  the  Community  of  West  Glendive.   These  utilities  include  a  water  main,   electrical 
lines,  and  telephone  lines.  The  application  did  not  document  that  the  utilities  which  are  located  on 
the  bridge  are  jeopardized  by  the  lack  of  cleaning  and  painting  of  the  bridge.    According  to  the 
DOC  review  engineer,  cleaning  and  painting  is  not  in  itself  a  basis  for  a  serious  deficiency  or  for 
closure  of  the  bridge.  Painting  is  primarily  cosmetic  and,  to  some  extent,  would  lengthen  the  life 
of  the  bridge. 

RANKING:  BELOW  AVERAGE  RESPONSE  -    250  POINTS  OUT  OF  1000  POINTS 
POSSIBLE 

PRIORITY  #2:  MEETS  HEALTH/SAFETY  STANDARDS 

According  to  the  DOC  review  engineer,   the  current  condition  of  the  bridge  does  not  violate  any 
state  or  federal  health  or  safety  standard  as  long  as  the  bridge  is  closed  to  vehicular  traffic.   The 
Applicant  intends  to  keep  the  bridge  closed  to  vehicular  traffic  and  to  use  the  renovated  bridge  as 
a  pedestrian  walkway  and  utility  corridor.   The  cleaning  and  painting  proposed  by  the  Applicant 
will  restore  the  bridge  to  a  new  appearance.    No  federal  or  state  directives  mandate  this  action. 
RANKING:      BELOW  AVERAGE  RESPONSE  -  225  POINTS  OUT  OF  900  POINTS 
POSSIBLE 

PRIORITY  #3:  PROVIDES  COST  EFFECTIVE  TECHNICAL  DESIGN 

According  to  the  DOC  review  engineer,  the  project  addresses  the  problem  of  the  appearance  of 
the  bridge.  The  cleaning  and  the  painting  would  help  complete  the  bridge  restoration  project.   The 
cost  effectiveness  of  the  painting  is  always  questionable  in  terms  of  the  benefits  gained. 
Technical  alternatives  which  deserve  consideration  are  (1)  "do  nothing"  in  terms  of  the  cosmetic 
painting;  and  (2)  consider  spot  painting  of  repaired  areas  and  other  areas  of  the  bridge  where 
conditions  warrant  it.    In  addition,  there  are  some  technical  and  environmental  considerations 
which  were  not  clarified  in  the  application.    For  example,  the  application  states  that  the  cost  of 
the  disposal  of  the  lead  paint  waste  may  not  have  been  considered  by  the  engineer  when 
preparing  the  cost  estimate.     Costs  for  complete  cleaning  and  repainting  have  been  reported  to 
range  from  $10  to  $16  per  square  foot.  The  Applicant's  cost  estimates  are  $4  per  square  foot, 
using  a  new  chemical  stripping  process.    It  is  not  clear  that  the  Applicant's  cost  estimates  are 
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appropriate.    In  addition,  there  are  some  questions  regarding  the  handling  of  the  old  toxic  lead 
based  paint  to  be  removed  from  the  bridge  as  well  as  the  applicant's  proposed  methods  for 
containing  this  hazardous  material  and  disposing  of  the  material.   The  application  has  only  partially 
addressed  the   lead  paint  containment   problem.  The  DNRC  staff  reviewed  the  bridge  proposal  (a 
separate  application  was  also  submitted  to  DNRC  under  the  Renewable  Resource  Development 
Program).    DNRC's  reviewers  raised  additonal  technical  questions  regarding  the  bridge  project. 
RANKING:    BELOW  AVERAGE  RESPONSE  -  200  POINTS  OUT  OF  800    POINTS  POSSIBLE 

PRIORITY  #4:  BENEFITS  PUBLIC  COMPARED  TO  DOLLAR  REQUEST. 

In  ranking  this  priority,  the  magnitude  of  the  health  threat,  amount  of  funds  requested,   and  cost 
effective  nature  of  the  engineering  design  were  compared  and  analyzed.   The  Applicant  provided 
no  documentation  that  there  is  a  state  or  federal  mandate  to  clean  and  paint  the  bridge.  There  is 
no  documentation  that  the  lack  of  cleaning  and  painting  poses  a  direct  health  or  safety  threat  to 
the  pedestrians  using  the  bridge  or  to  the  integrity  of  the  utility  lines  which  cross  the  bridge.  Thus, 
the  health  threat  is  ranked  below  average.   The  Applicant  requested  $500,000  in  TSEP  grant 
funds,  the  maximum  allowed  under  the  TSEP  Program.     The  Applicant  did  not  provide  the 
minimum  50%  of  other  matching  funds,  required  by  the  TSEP  Program  guidelines,   to  justify  the 
$500,000  grant  requested.  The  Applicant  only  provided  42.25%  in  matching  funds.  The 
Applicant  is  short  $134,200  to  meet  the  required  50%  match  for  a  $500,000  grant.   The 
Applicant  claims  that   a  total  of    $365,  800  in  matching  funds  will  be  provided,  thus,  under  the 
TSEP  guidelines,  the  Applicant,  under  the  original  application,   could  only  apply  for  a  maximum  of 
$365,800  in  TSEP  grant  funds.  The  Applicant  will  need  to  either  provide  the  additional  matching 
funds  or  to  rework  the  budget  and  the  engineering  and  construction  activities.   The  amount  of 
TSEP  funds  requested  is    $1  35.46  per  household,  based  on  the  original  $500,000  request.  In 
addition,  the  Applicant   is  ranked  19th  out  of  21  applicants  in  the  overall  financial  ranking  which 
indicates  relatively  lower  financial  need  compared  to  other  applicants.   The  DOC  review  engineer 
rated  the  engineering  design  "below  average"  and  stated  that  there  are  unresolved  technical 
questions.  The  bridge  application  was  also  reviewed  by  DNRC  staff.   The  DNRC  reviewer   raised 
additional  technical  questions. 

RANKING:      BELOW  AVERAGE  RESPONSE  -  175  POINTS  OUT  OF  700    POINTS 
POSSIBLE 

PRIORITY  #5:  REFLECTS  GREATER  FINANCIAL  NEED  (COMPETITIVE  RANKING 

INDICATORS): 

(Lower  ranking  indicates  greater  financial  need.  For  example,  ranking  1st  indicates  greatest 
financial  need;  ranking  21st  indicates  least  financial  need.) 

Indicator  1.  Household  Economic  Condition: 

MHI  $        23,414 

%  Persons  at  or  below  LMI  35  % 

%  Persons  at  or  below  Poverty  14.4  % 

Household  Economic  Condition  Ranking:     17th  in  the  field  of  21  applications 

Analysis  shows  that  the  median  income  of  the  county's  households  is  relatively  high  (17th  lowest 
of  21)  among  applicants  for  the  1994-95  TSEP  financing  cycle  and  that  the  relative  concentration 
of  persons  living  at  or  below  the  levels  of  poverty  and  "low  and  moderate"  income  is  relatively 
low  (1  7th  and  1  2th  of  the  21  applicants).   This  combination  of  factors  impacting  the  economic 
condition  of  households  produces  a  rank  of  17th  of  the  21  applicants  for  the  first  competitive 
indicator. 

Indicator  2.  User  Charges  and  Taxes  %  MHI  (Affordability  Index): 

Avg.  Total  User  Charges  per  Household      $       366.84 
Avg.  Total  Taxes  per  Household  $       566.21 
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Avg.  Residential  Value  $       35,312 

User  Charges  and  Taxes  %  MHI  Index  3.99  % 

User  Charges  and  Taxes  %  MHI  Ranking:     19th  in  the  field  of  21  applications 

Households  in  Dawson  County  are  subject  to  a  combination  of  property  taxes  levied  to  support 
school  districts  and  city  and  county  governments,  plus  user  charges  associated  with  various 
utilities,  representing  one  of  the  smaller  total  amounts  among  applicants.   These  costs,  measured 
against  a  relatively  high  median  household  income,  cause  Dawson  County  to  rank  19th  among  21 
applicants  in  regard  to  the  second  indicator  -  total  local  government  costs  divided  by  median 
household  income. 

Indicator  3.  Change  in  Financial  Need  w/o  Grant: 

Additional  Debt  w/o  Grant  $     500,000 

Number  of  Households  3,691 

Monthly  Debt  Service/HH  on  Added  Debt   $  1.09 

Change  Ranking:     15th  in  the  field  of  21  applications 

The  third  competitive  indicator,  the  change  in  financial  need,  is  a  measure  of  the  impact  that 
would  be  felt  if  it  were  necessary  for  the  local  government  to  borrow  grant  funds.    For  the 
$500,000 TSEP  grant  requested,  the  calculated  tax  increase  for  county  households  is  in  the 
mid-range  and  produces  a  ranking  of  15th  of  21  applicants  for  this  measure. 

Overall  Competitive  Ranking:     19th  in  the  field  of  21  applications 

RANKING:      BELOW  AVERAGE  RESPONSE  -  150  POINTS  OUT  OF  600    POINTS 
POSSIBLE 

PRIORITY  #6:  OBTAINS  FUNDS  FROM  OTHER  SOURCES 

The  other  funds  to  be  used  in  this  project  include:  $265,800  local  funds  and  a  proposed $100,000 
DNRC  grant.     The  Applicant  requested  $500,000  in  TSEP  grant  funds,  the  maximum  allowed 
under  the  TSEP  Program.     The  Applicant  did  not  provide  the  minimum  50%  of  other  matching 
funds,  required  by  the  TSEP  Program  guidelines,   to  justify  the  $500,000  grant  requested.  The 
applicant  only  provided  42.25%  in  matching  funds.   The  applicant  is  short  $134,200 in  matching 
funds  to  justify  a  $500,000  grant.  The  Applicant  claims  that  $365,800  in  matching  funds  will  be 
provided,  thus,  under  the  TSEP  guidelines,  the  applicant  could  only  apply  for  a  maximum  of 
$365,800  in  TSEP  grant  funds.  The  Applicant  will  need  to  either  provide  the  additional  matching 
funds  or  to  rework  the  budget  and  the  engineering  and  construction  activities.    In  addition,  the 
DNRC  staff   have  recommended  to  the  Legislature  that  the  $100,000  DNRC  grant  for  the 
Applicant's  bridge  project  not  be  approved.  If  the  Legislature  concurs,  the  Applicant  will  be  short 
an  additional  $100,000  in  matching  funds.  In  any  case,  the  Applicant's  proposed  matching  funds 
from  DNRC  are  uncommitted  at  this  time.  The  Applicant  said  the  local  funds  are  committed,  but 
there   was  no  documentation,  such  as  a  letter  from  the  County  Commissioners  to  confirm  the 
statement  or  to  clarify  the  source  of  the  local  funds. 

RANKING:      BELOW  AVERAGE  RESPONSE  -  125  POINTS  OUT  OF  500    POINTS 
POSSIBLE 

PRIORITY  #7:  PROVIDES  LONG-TERM,  FULL-TIME  JOBS  FOR  MONTANANS 

The  project  represents  a  general  infrastructure  improvement  and,  as  such,  does  not  directly  result 
in  the  creation  or  retention  of  a  substantial  number  of  long-term,  full  time  jobs  for  Moritanans. 
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there  was  no  specific  documentation  that  a  specific  business  would  hire  long-term,  full-time 

workers  as  a  direct  result  of  this  bridge  cleaning  and  repainting  project. 

RANKING:        AVERAGE  RESPONSE  -  200  POINTS  OUT  OF  400  POINTS  POSSIBLE 

PRIORITY  #8:  ALLOWS  EXPANSION  OF  BUSINESS 

The  project  represents  a  general  infrastructure  improvement  and,  as  such,  does  not  directly  result 
in  the  expansion  of  a  specific  business  at  the  present  time.   There  was  no  documentation  that  a 
specific  business  would  expand  as  a  direct  result  of  this  bridge  cleaning  and  repainting  project. 
RANKING:       AVERAGE  RESPONSE    -  150  POINTS  OUT  OF  300  POINTS  POSSIBLE 

PRIORITY  #9:  MAINTAINS  TAX  BASE 

The  project  represents  a  general  infrastructure  improvement  and,  as  such,  does  not  directly  result 
in  the  maintenance  or  expansion  of  the  tax  base  at  the  present  time.      There  was  no 
documentation  that  a  specific  business  would  expand,  thus  increasing  taxable  valuation,   as  a 
direct  result  of  this  bridge  cleaning  and  repainting  project.  The  Applicant  stated  that  the  historic 
nature  of  the  bridge  itself  might  attract  additional   tourists  and  tourist  dollars. 
RANKING:    AVERAGE-  100  POINTS  OUT  OF  200  POINTS  POSSIBLE 

PRIORITY  #10:         HAS  STRONG  COMMUNITY  SUPPORT 

The  Applicant   held  a  public  hearing.  The  legal  notice  specifically  mentioned  the  TSEP  Program. 
The  Applicant  did  not  provide  minutes  of  the  public  hearing.  No  newspaper  articles  were 
submitted  to  provide  a  summary  of  public  opinion  expressed  at  the  hearing.  The  Applicant  did  not 
provide  documentation  that  the  public  was  informed  at  the  public  hearing,  or  by  other  methods, 
regarding  the  cost  per  household  of  the  project  for  the  taxpayers.      The  Applicant  has  conducted 
a  local   campaign  to  raise  matching  funds  for  the  project.  The  application  contained  1  2  letters  of 
support  for  the  project. 
RANKING:      AVERAGE  RESPONSE  -  50  POINTS  OUT  OF  100  POINTS  POSSIBLE 

TOTAL  POINTS  ON  10  PRIORITIES:  1,625  POINTS  OUT  OF  5,500  POINTS  POSSIBLE 

STAGE  TWO  OF  RANKING  -  AFFORDABILITY  FACTORS  AND  FINANCIAL  GAP 
ANALYSIS: 

Dawson  County's  bridge  fund  (mill  levy)  is  subject  to  the  1-105  tax  freeze  which  limits  the  ability 
of  the  County  to  finance  the  project.   The  application  provided  no  documentation  on  the  extent  of 
Dawson  County's  fiscal  restraints  (such  as  lack  of  tax  revenues  or  bonding  capacity)  to  fund  the 
proposed  project  on  their  own,  without  the  TSEP  grant  assistance. 
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PROJECT  NO.  21 

APPLICANT:  RICHLAND  COUNTY 

PROJECT  NAME:  Lone  Tree  Dams  Rehabilitation  (Privately  owned  Dams) 

AMOUNT  OF  TSEP  REQUEST:  $      431,250 

OTHER  FUNDING  SOURCES: 


Total  Other 
Total  Project  Costs 
PROJECT  SUMMARY: 


$  2,000  Local  Funds 

$  41,750         Lone  Tree  Ranch,  Inc. 

$  100.000         DNRC  Grant 

$  143,750 

$  575,000 


This  project  consists  of  improvements  and  modifications  to  bring  the  privately  owned  Lone  Tree 
Dams  into  compliance  with  DNRC  standards.   The  proposed  renovations  include  removal  of  the 
outlet  works  from  the  lower  dam,  elevation  of  the  upper  dam,  relocation  of  the  centerline, 
installation  of  a  wide  berm  on  the  upstream  face  and  a  drainage  berm  and  internal  drain  system  on 
the  downstream  face,  elevation  of  the  existing  emergency  spillway  and  construction  of  a  second 
emergency  spillway.   These  improvements  will  meet  the  requirements  set  forth  to  obtain  an 
operating  permit  and  will  provide  a  safer  environment  for  citizens. 

DOC  RECOMMENDATION: 

For  the  following  reasons  the  application  from  Richland  County  for  the  Lone  Tree  Dams 
rehabilitation  is  not  an  eligible  application  for  TSEP  funding. 

1 .  As  set  out  in  Section  90-6-701 ,  MCA,  infrastructure  projects  eligible  for  TSEP  assistance 
include:  drinking  water  systems,  wastewater  treatment,  sanitary  sewer  or  storm  sewer  systems, 
solid  waste  disposal  and  separation  systems,  or  bridges. 

The  rehabilitation  of  dams  is  not  an  eligible  project  under  the  current  Montana  TSEP  statute.    Had 
the  Legislature  intended  that  dams  be  eligible  for  TSEP  assistance,  it  would  have  clearly  specified 
such  as  it  has  done  for  the  Renewable  Resource  Development  Program  administered  by  the 
Department  of  Natural  Resources  and  Conservation.   That  program  (85-1-602,  MCA)  authorizes 
assistance  to  private,  for  profit  or  private,  non-profit  entities  for  "off  stream  and  tributary 
storage." 

2.  Further,  the  Lone  Tree  Dams  are  privately  owned  and  operated.    Under  Article  V  of  the 
Montana  Constitution,  the  legislature  is  prohibited  from  making  any  appropriation  for:  religious, 
charitable,  industrial,  educational,  or  benevolent  purposes  to  any  private  individual,  private 
association,  or  private  corporation  not  under  the  control  of  the  state. 

3.  Thus,  DOC  recommends  no  funding  for  this  ineligible  project. 
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APPENDIX  A 

TSEP  ENABLING  STATUTE 

90-6-701 .  Treasure  state  endowment  program  created  — 
definitions. 

90-6-702.    Purpose.  The  purpose  of  the  treasure  state  endowment  program  is  to  assist 
local  governments  in  funding  infrastructure  projects  that  will: 

(1 )  create  jobs  for  Montana  residents; 

(2)  promote  economic  growth  in  Montana  by  helping  to  finance  the  necessary  infrastructure; 

(3)  encourage  local  public  facility  improvements; 

(4)  create  a  partnership  between  the  state  and  local  governments  to  make  necessary  public 
projects  affordable; 

(5)  support  long-term,  stable  economic  growth  in  Montana; 

(6)  protect  future  generations  from  undue  fiscal  burdens  caused  by  financing  necessary 
public  works; 

(7)  coordinate  and  improve  infrastructure  financing  by  federal,  state,  local  government,  and 
private  sources;  and 

(8)  enhance  the  quality  of  life  and  protect  the  health,  safety,  and  welfare  of  Montana 
citizens. 

90-6-703.    Types  of  financial  assistance  available.  (1)  The  legislature  shall  provide  for 
and  make  available  to  local  governments  the  following  types  of  financial  assistance  under  this 
part: 

(a)  matching  grants  for  local  infrastructure  projects; 

(b)  annual  debt  service  subsidies  on  local  infrastructure  projects;  and 

(c)  loans  from  the  proceeds  of  coal  severance  tax  bonds  at  a  subsidized  interest  rate. 

(2)   The  department  of  natural  resources  and  conservation  and  the  department  of  commerce: 

(a)  may  adopt  rules  to  commit  to  interest  rate  subsidies  for  local  infrastructure  projects  and 
may  allow  the  subsidies  to  be  paid  over  the  life  of  the  loan  or  bonding  period;  and 

(b)  may  make  deferred  loans  to  local  governments  for  preliminary  engineering  study  costs. 
The  applicant  shall  repay  the  loans  whether  or  not  the  applicant  succeeds  in  obtaining  financing 
for  the  full  project.  Repayment  may  be  postponed  until  the  overall  construction  financing  is 
arranged. 

90-6-704  through  90-6-709  reserved. 

90-6-710.    Priorities  for  projects  —  procedure    -  rulemaking.  (1)  The  department  of 
commerce  must  receive  proposals  for  projects  from  local  governments  as  defined  in  90-6- 
701(3)(b).  The  department  shall  work  with  a  local  government  in  preparing  cost  estimates  for  a 
project.  In  reviewing  project  proposals,  the  department  may  consult  with  other  state  agencies 
with  expertise  pertinent  to  the  proposal.  The  department  shall  prepare  and  submit  a  list  containing 
the  recommended  projects  and  the  recommended  form  of  financial  assistance  for  each  project  to 
the  governor,  prioritized  pursuant  to  subsection  (2).  The  governor  shall  review  the  projects 
recommended  by  the  department  and  shall  submit  a  list  of  recommended  projects  and  the 
recommended  financial  assistance  to  the  legislature. 

(2)   In  preparing  recommendations  under  subsection  (1),  preference  must  be  given  to  projects 
based  on  the  following  order  of  priority: 

(a)  projects  that  solve  urgent  and  serious  public  health  or  safety  problems; 

(b)  projects  that  enable  local  governments  to  meet  state  or  federal  health  or  safety 
standards; 

(c)  projects  that  incorporate  appropriate,  cost-effective  technical  design  and  that  provide 
thorough,  long-term  solutions  to  community  public  facility  needs; 

(d)  projects  that  result  in  a  benefit  to  the  public  commensurate  with  the  amount  of  financial 
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assistance.  However,  the  benefit  to  the  public  may  not  be  measured  by  population  alone. 

(e)  projects  that  reflect  greater  need  for  financial  assistance  than  other  projects; 

(f)  projects  that  enable  local  governments  to  obtain  funds  from  sources  other  than  the  funds 
provided  under  this  part;  0 

(g)  projects  that  provide  long-term,  full-time  job  opportunities  for  Montanans; 

(h)   projects  that  provide  public  facilities  necessary  for  the  expansion  of  a  business  that  has  a 
high  potential  for  financial  success; 

(i)   projects  that  maintain  the  tax  base  or  that  do  not  discourage  expansion  of  the  tax  base; 
and 

(j)   projects  that  are  high  local  priorities  and  have  strong  community  support. 

(3)  After  the  review  required  by  subsection  (1),  the  projects  must  be  approved  by  the 
legislature. 

(4)  The  department  shall  adopt  rules  necessary  to  implement  the  treasure  state  endowment 
program. 
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APPENDIX  B 
FINANCIAL  ASSESSMENT  METHODOLOGY,  BRIEF  SUMMARY 
GENERAL 

The  financial  assessment  is  a  two-step  process.   First,  as  part  of  the  overall  competitive  ranking 
process,  applicants  are  ranked  as  to  the  relative  financial  need  of  households  within  their 
jurisdictions.   Secondly,  after  all  applicants  have  been  ranked  according  to  the  ten  statutory 
criteria,  "gap  analysis"  is  conducted  to  determine  whether  the  requested  grant  is  necessary  or 
whether  the  applicant  could  reasonably  borrow  additional  funds. 

STEP  1:    COMPETITIVE  RANKING  OF  APPLICANTS'  FINANCIAL  NEED 

This  process  was  conducted  using  three  competitive  ranking  questions  which  judge  the  relative 

financial  need  using  factors  common  for  all  applicants. 

The  three  questions  are: 

1)  What  is  the  relative  economic  condition  of  households  within  each  of  the  applicant 
jurisdictions? 

Indicators  used  to  answer  this  question  include  awarding  point  scores  based  on  the  level  of 
Median  Household  Income  (MHI),  the  percent  of  persons  living  at  or  below  the  level  designated  as 
low  or  moderate  income  (LMI),  and  the  percent  of  persons  living  at  or  below  the  level  of  poverty 
for  all  applicants.   Applicants  exhibiting  greater  economic  hardship  according  to  each  of  the  three 
indicators  were  awarded  higher  point  scores. 

2)  What  is  the  total  cost  of  property  taxes  and  user  charges  in  relation  to  the  income  level  of 
applicants'  households?   (This  is  also  called  the  "Affordability  Index"). 

Indicators  used  to  answer  this  question  include  total  property  taxes  levied  for  all  purposes,  plus 
user  charges  as  submitted  by  applicants  for  public  services  provided  to  households  in  the 
applicant's  jurisdiction,  with  the  total  of  property  taxes  and  user  charges  calculated  as  a  percent 
of  applicant  jurisdictions'  MHI.    Higher  point  scores  are  assigned  to  applicants  with  higher 
percentages.  (This   measurement  responds  to  suggestions  made  by  local  officials  at  TSEP  public 
hearings.) 

3)  How  will  financial  need  among  applicants  be  impacted  as  a  result  of  grant  award  decisions? 

Indicators  used  to  answer  this  question  include  calculating  the  additional  charges  that  would  be 
levied  on  households  if  the  TSEP  grant  request  was  denied  and  the  applicant  had  to  borrow  the 
full  amount  of  the  grant  requested.   The  additional  charge  was  divided  by  the  MHI  to  produce  a 
measure  of  households'  ability  to  pay  the  increase.    Higher  point  scores  were  awarded  to 
applicants  with  higher  percentages. 

The  competitive  ranking  process  produces  a  total  score  for  each  applicant.    Higher  scores  indicate 
greater  financial  need.   The  scores  are  based  on  combinations  of  data  drawn  from  a  variety  of 
sources  including  information  submitted  by  applicant,  1990  U.S.  Census  data,  average  appraised 
values  of  residential  housing,  and  taxation  statistics. 

The  analysis  described  above  constitutes  a  very  representative  and  uniform  measure  of  the 
relative  financial  need  among  the  applicants  competing  for  TSEP  funds  and  the  data  on  which  the 
analysis  is  based  is  particularly  suited  to  competitive  analysis.    Elements  of  the  same  data  set 
were  utilized  for  the  gap  analysis  process  described  below.    Because  of  inconsistencies  and 
imprecision  in  the  data,  it  is  not  as  well  suited  for  detailed  analysis  of  the  financing  capacity  of 
individual  applicants.    For  that  reason,  gap  financing  recommendations  are  made  with  appropriate 
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allowance  for  error. 

STEP  2:    FINANCIAL  GAP  ANALYSIS    -  GRANT  AWARD  RECOMMENDATIONS. 

After  the  competitive  score  for  each  applicant  is  determined  based  on  all  ranking  measures,  f 

applicants  are  evaluated  to  determine  whether  the  proposed  project  can  be  financed  through  debt 
that  may  be  incurred  by  applicant  jurisdictions.    Calculations  are  conducted,  based  on  rate  and 
system  information  supplied  by  applicants,  to  estimate  whether  or  not  debt  capacity  remains  to 
the  applicant  after  the  project  is  implemented.  These  calculations  focus  on  the  financial  situation 
of  the  system  for  which  funds  are  requested  and  on  the  combined  financial  situation  of  water  and 
wastewater  systems  within  the  applicants'  jurisdictions. 

For  water  and  wastewater  system  applicants,  "target  rates'*  for  the  combination  of  water  and 
wastewater  systems  were  set  at  2.22  percent  of  an  applicant's  MHI.   If  an  applicant's  actual 
system  rates,  after  implementation  of  the  TSEP  project,  are  less  than  the  target  rates,  then  the 
amount  of  debt  capacity  that  can  be  leveraged  by  the  amount  of  variance  between  actual  and 
target  rates  is  subtracted  from  the  grant  request  to  determine  the  proposed  grant  award.   Any 
decisions  to  reduce  grant  awards  are  tempered  by  use  of  90  percent  of  target  rates  as  the  basis 
for  comparison  against  actual  rates,  and  allowing  additional  debt  capacity  ranging  from  $500,000 
to  $3  million  depending  on  the  number  of  households  in  the  applicant's  jurisdiction  before 
amounts  are  deducted  from  grant  requests. 

The  final  step  is  to  allocate  available  TSEP  grant  funds  to  the  applicants  in  priority  order  based 
first  on  their  overall  competitive  ranking  and,  second,  on  whether  the  applicants  have  debt 
capacity  to  dedicate  to  the  project  in  place  of  TSEP  grant  funds. 

This  method  of  utilizing  gap  financing  analysis  is  intended  to  apply  a  very  conservative  version  of 
"But-For"  testing  of  applicants.    In  other  words,  the  TSEP  recommends  grants  for  applicants 
which  cannot  reasonably  finance  their  projects  "but  for"  the  assistance  provided  by  TSEP  grant 
funds.    For  the  1995  TSEP  application  process  gap  analysis  was  used  to  identify  the  most  obvious 
situations  in  which  it  appears  that  an  applicant  has  the  financial  capacity  to  finance  some  or  all  of 
the  project. 


*The  idea  of  "target  rates"  is  based  on  the  concept  that  the  ability  of  a  family  (or  individual)  to 
pay  a  particular  utility  user  rate  is  related  to  the  median  income  level  in  a  community  and  that 
communities  with  higher  median  incomes  can  afford  higher  utility  user  rates  than  those  with  lower 
median  incomes.   This  approach  has  been  used  and  validated  by  the  United  States  Farmers  Home 
Administration  and  the  DOC  Community  Development  Block  Grant  Program  (CDBG)  for  many 
years.   For  the  TSEP  Program,  target  rates  were  determined  through  analysis  of  the  average  of 
combined  water  and  sewer  rates  paid  by  users  of  Montana  systems  which  have  recently  been 
improved  and  the  percentage  of  those  combined  rates  versus  the  Median  Household  Income 
(MHI).   For  this  analysis,  each  Applicant's  MHI  was  multiplied  by  the  target  percentage  (2.22%) 
to  measure  households'  ability  to  pay  utility  system  rates.   The  2.22%  combined  rate  target  for 
TSEP  is  less  stringent  (lower)  than  targets  used  by  other  financing  agencies  such  as  the  U.S. 
Farmers'  Home  Administration. 
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APPENDIX  C 

APPLICATION  SCORING  SYSTEM  AND  RANKING  CRITERIA  FOR  THE  10  STATUTORY 
PRIORITIES  (STAGE  1  OF  RANKING) 

A.  APPLICATION  SCORING  SYSTEM 

The  TSEP  Enable  Statute  requires  DOC  to  recommend  a  list  of  projects  for  TSEP  funding,  giving 
preference  according  to  the  Legislature's  order  of  priority  for  projects  and  to  recommend  the  form 
financial  assistance  for  each. 

Each  TSEP  applicant  is  required  to  submit  a  narrative  as  part  of  its  application  which  describes  the 
relationship  of  the  proposed  TSEP  project  to  the  statutory  priorities  for  TSEP  projects. 

Each  application  will  be  assigned  points  based  upon  the  extent  to  which  the  proposed  project  is 
consistent  with  and  responds  to  each  statutory  priority,  in  comparison  to  the  other  TSEP  applications 
submitted,  as  follows: 

MOST  CONSISTENT  Total  Available  Points 

MORE  CONSISTENT  Three-Fourths  Available  Points 

GENERALLY  CONSISTENT  One-Half  Available  Points 

LEAST  CONSISTENT  One-Fourth  Available  Points 

NOT  APPLICABLE  Zero  Points 

The  total  number  of  points  assigned  to  each  TSEP  application  will  be  based  upon  its  cumulative 
response  to  the  ten  statutory  priorities  for  TSEP  projects. 

B.  STATUTORY  ORDER  OF  PRIORITY  FOR  TSEP  PROJECTS 

A  declining  numerical  score  has  been  assigned  to  each  succeeding  criterion  to  reflect  the  Legislature's 
order  of  priority  for  funding  TSEP  projects.  The  TSEP  statutory  criteria  and  the  numerical  score  for 
each  are  listed  below,  in  order  of  priority. 

MAXIMUM  POSSIBLE 

Legislative  Criterion  #1  1000  Points 

(Urgent  or  Serious  Health  or 
Safety  Problems) 

Legislative  Criterion  #2  900  Points 

(Compliance  with  State  or  Federal 

Standards) 

Legislative  Criterion  #3  800  Points 

(Appropriate  Design  and 
Long-Term  Solution) 

Legislative  Criterion  #4  700  Points 

(Cost-effective  Public  Benefit) 

Legislative  Criterion  #5  600  Points 
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(Greater  Financial  Need) 

Legislative  Criterion  #6  500  Points 

(Funds  from  Other  Sources) 

Legislative  Criterion  #7  400  Points 

(Long-term,  Full-time  Jobs) 

Legislative  Criterion  #8  300  Points 

(Business  Expansion) 

Legislative  Criterion  #9  200  Points 

(Maintenance  of  Tax  Base) 

Legislative  Criterion  #10  100  Points 

(Community  Support) 

TOTAL  5500  Points 

THE  TOTAL  MAXIMUM  POSSIBLE  NUMBER  OF  POINTS  =   5500  POINTS 

C.    TSEP  STATUTORY  PRIORITIES  AND  RANKING  CONSIDERATIONS 

The  following  section  lists  the  ten  statutory  priorities  for  TSEP  projects,  along  with  the  major  issues 
which  will  be  considered  by  DOC  in  evaluating  each  applicant's  response.  A  review  of  the  key 
questions  DOC  will  consider  in  ranking  applicants  will  be  helpful  to  TSEP  applicants  in  preparing  their 
responses  to  each  priority. 

LEGISLATIVE  PRIORITY  #1  1000  Points 

Projects  that  solve  urgent  and  serious  public  health  or  safety  problems. 

a.  Does  serious  deficiency  exist  in  a  basic  or  necessary  community  public  facility  or 
service,  such  as  the  provision  of  a  safe  domestic  water  supply  (or  that  the  community 
lacks  the  facility  or  services  entirely)? 

b.  Have  circumstances  clearly  attributable  to  a  deficiency  occurred,  or  are  they  likely  to 
occur,  such  as  serious  illness,  disease  outbreak,  substantial  property  loss,  serious 
environmental  pollution,  or  serious  safety  problems  or  hazards? 

c.  Is  the  entire  community  or  a  substantial  portion  of  the  residents  of  the  community 
seriously  affected  by  the  deficiency? 

d.  Is  the  problem  existing,  continual,  and  chronic  as  opposed  to  occasional,  sporadic, 
probable  or  potential? 

e.  Is  there  written  documentation  from  state  or  federal  agencies  which  substantiates  the 
seriousness  of  the  deficiency,  such  as  a  "boil  order"  issued  by  the  Montana 
Department  of  Health  and  Environmental  Sciences? 

LEGISLATIVE  PRIORITY  #2  900  Points 

Projects  that  enable  local  governments  to  meet  state  or  federal  health  or  safety  standards. 
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a.  Is  the  proposed  TSEP  project  necessary  to  comply  with  a  court  order  or  a  state  or 
federal  agency  directive? 

b.  Is  there  clear  documentation  that  the  current  condition  of  the  public  facility  (or  lack  of 
a  facility)  violates  a  state  or  federal  health  or  safety  standard? 

c.  Does  the  health  or  safety  standard  which  is  being  violated  represent  a  significant  threat 
to  public  health  or  safety  (after  considering  the  scoring  factors  listed  for  Legislative 
Priority  #1)? 

d.  Does  the  project  thoroughly  address  the  problem  and  provide  a  reasonably  complete 
and  long-term  solution  for  compliance  with  the  health  or  safety  standard? 

LEGISLATIVE  PRIORITY  #3  800  Points 

Projects  that  incorporate  appropriate,  cost-effective  technical  design  and  that  provide 
thorough,  long-term  solutions  to  community  public  facility  needs. 

a.  Does  the  project  thoroughly  address  the  problem  and  provide  a  reasonably  complete 
and  long-term  solution  in  relation  to  the  applicant's  financial  capacity  and  available 
funding  sources? 

b.  After  thoroughly  considering  all  reasonable  alternatives,  does  the  technical  design 
proposed  for  the  project  represent  the  most  efficient,  appropriate,  and  cost-effective 
option  for  resolving  the  local  public  facility  need,  considering  the  size  and  resources  of 
the  community,  the  complexity  of  the  problems  addressed,  and  the  cost  of  the  project? 

c.  Are  there  any  apparent  environmental  or  technical  problems  which  could  delay  or 
prevent  the  proposed  project  from  being  carried  out  or  which  could  add  significantly 
to  project  costs? 

LEGISLATIVE  PRIORITY  #4  700  Points 

Projects  that  result  in  a  benefit  to  the  public  commensurate  with  the  amount  of  financial 
assistance  requested.  However,  the  benefit  to  the  public  may  not  be  measured  by  population 
alone. 

a.  Does  the  project  thoroughly  address  the  problem  and  provide  a  reasonably  complete 
and  long-term  solution  in  relation  to  the  applicant's  financial  capacity  and  available 
funding  sources? 

b.  In  cases  where  the  proposed  project  will  not  completely  resolve  the  community's  public 
facilities  need,  is  the  project  consistent  with  an  adopted  capital  improvements  program 
and  does  it  represent  a  complete  component  of  the  overall  program? 

c.  Has  the  applicant  proposed  equitable,  cost-effective  means  of  minimizing  adverse 
financial  impacts  or  maximizing  benefits,  such  as  establishing  a  metered  water  system 
to  encourage  conservation  and  to  allocate  costs  on  the  basis  of  actual  use? 

d.  After  thoroughly  considering  all  reasonable  alternatives,  does  the  proposed  project 
represent  the  most  efficient,  appropriate  and  cost  effective  option  for  resolving  the 
applicant's  public  facility  need,  considering  the  size  and  financial  resources  of  the 
community,  the  complexity  of  the  problems  addressed,  and  the  cost  of  the  project? 
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e.  In  the  case  of  TSEP  matching  grants,  is  the  amount  of  TSEP  funds  requested  per 

household  to  be  assisted  less  than  $5,000  per  household,  unless  both  affordability 
tests  described  in  the  TSEP  Application  Guidelines  are  met? 

LEGISLATIVE  PRIORITY  #5  600  Points      *#< 

Projects  that  reflect  greater  need  for  financial  assistance  than  other  projects. 

a.  Does  DOC's  comparative  analysis  of  financial  indicators  for  all  TSEP  applicants 
demonstrate  that  the  applicant's  need  for  TSEP  assistance  is  greater  than  other 
applicants? 

b.  Does  DOC's  analysis  of  the  proposed  project  budget,  financing  strategy  (package),  and 
local  financial  capability  clearly  support  the  applicant's  lack  of  ability  to  pay  the 
projected  costs  without  TSEP  assistance  and  that  the  applicant's  proposed  level  of 
local  financial  participation  in  the  project  is  the  maximum  that  can  reasonably  be 
expected? 

c.  Has  the  applicant  clearly  documented  that  all  avenues  to  fund  the  proposed  project 
with  local  resources  have  been  exhausted  and  the  proposed  project  could  not 
reasonably  be  accomplished  without  TSEP  assistance  to  fill  a  financial  gap? 

LEGISLATIVE  PRIORITY  #6  500  Points 

Projects  that  enable  local  governments  to  obtain  funds  from  sources  other  than  TSEP. 

a.  Will  TSEP  participation  in  the  proposed  project  enable  or  assist  the  applicant  to  obtain 
funds  from  sources  other  than  TSEP? 

b.  Will  the  proposed  TSEP  project  leverage  a  high  ratio  of  non-TSEP  investment  in  relation        ^ 
to  the  TSEP  funds  requested? 

c.  Are  non-TSEP  funding  sources  firmly  committed  and  will  they  be  available  when  TSEP 
funds  are  provided? 

d.  If  firm  non-TSEP  funding  commitments  have  not  been  secured,  has  the  applicant 
provided  evidence  of  serious  efforts  to  thoroughly  seek  out  and  secure  the  firm 
commitment  of  alternative  or  additional  funds  from  all  appropriate  public  or  private 
sources  to  assist  in  financing  the  proposed  project? 

LEGISLATIVE  PRIORITY  #7  400  Points 

Projects  that  provide  long-term,  full-time  job  opportunities  for  Montanans. 

a.  Has  the  applicant  strongly  documented  that  the  proposed  TSEP  project  will  directly 
result  in  the  creation  or  retention  of  a  substantial  number  of  long-term,  full-time  jobs 
for  Montanans? 

b.  Has  the  applicant  clearly  justified  and  documented  the  claimed  number  of  indirect  long- 
term,  full-time  jobs  to  be  created  or  retained  as  a  result  of  the  TSEP  project? 

LEGISLATIVE  PRIORITY  #8  300  Points 

Projects  that  provide  public  facilities  necessary  for  the  expansion  of  a  business  that  has  a 
high  potential  for  financial  success. 
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a.  Has  the  applicant  thoroughly  documented  that  the  proposed  business  expansion 
requires  TSEP  assistance  to  provide  public  facilities  in  order  to  proceed? 

b.  Is  the  business  plan  for  the  specific  firm(s)  to  be  assisted  by  the  proposed  TSEP  project 
a  realistic,  well-reasoned  business  expansion  proposal  and  does  it  clearly  demonstrate 
that  the  firm  to  be  assisted  has  a  high  potential  for  financial  success,  if  TSEP  funds  are 
received? 

LEGISLATIVE  PRIORITY  #9  200  Points 

Projects  that  maintain  or  do  not  discourage  expansion  of  the  tax  base. 

a.  Has  the  applicant  provided  clear  documentation  that  the  proposed  TSEP  project  will 
support  and  not  discourage  expansion  of  the  private  property  tax  base? 

b.  Did  the  applicant  seriously  evaluate  the  option  of  utilizing  the  private  sector  to  resolve 
the  identified  public  facility  problem,  in  situations  where  a  private  sector  alternative 
may  be  reasonably  appropriate  and  capable  of  provided  a  long-term,  cost-effective 
solution? 

LEGISLATIVE  PRIORITY  #10  100  Points 

Projects  that  are  high  local  priorities  and  have  strong  community  support. 

a.  Did  the  applicant  provide  thorough  documentation  of  active  citizen  participation, 
including  at  least  one  public  hearing  held  to  discuss  the  proposed  TSEP  project  with  the 
affected  community  residents? 

b.  Has  the  applicant  provided  thorough  documentation  that  local  citizens  and  affected 
property  owners  have  been  informed  of  the  estimated  cost  per  household  of  any 
anticipated  increases  in  assessments  or  user  charges  and  are  in  support  of  the  project? 

c.  Has  the  applicant  assessed  its  public  facility  needs,  established  priorities  for  dealing 
with  them  through  an  officially  adopted  public  facilities  plan  or  a  capital  improvements 
program,  and  is  the  proposed  TSEP  project  a  high  priority  of  that  plan  or  program? 

NOTE:  Documentation  may  include  public  hearing  minutes,  community  surveys,  letters  of 

support  from  organizations  or  individuals,  newspaper  articles,  etc. 

ENVIRONMENTAL  IMPACT 

The  Montana  Environmental  Policy  Act  seeks  to  avoid  or  mitigate  adverse  impacts  on  the 
natural  and  human  environment  by  mandating  careful  consideration  of  the  potential  impacts 
of  any  development  to  be  assisted  with  state  funds.  In  addition,  TSEP  projects  are  subject 
to  numerous  other  state  environmental  laws. 

a.  Has  the  applicant  adequately  assessed  potential  environmental  impacts? 

b.  Based  on  the  information  provided  by  the  applicant,  are  any  adverse  long-term 
environmental  impacts  anticipated  as  a  result  of  this  project?  If  so,  has  the  applicant 
proposed  reasonable  measures  to  mitigate  the  potential  adverse  impacts? 
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